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MAIN FINDINGS 

The Skills Development Act (1998) establishes the National Skills Fund, along with the Sector Education and Training 

Authorities to finance post school education and training. The National Skills Fund finances training programmes, 

supports capacity building programmes and funds research within education institutions. The fund’s main functions are 

to issue calls for proposals, adjudicate and approve applications, disburse funds, and monitor the implementation of 

projects.  The National Skills Fund derives its revenue from the Skills Development Levy. The levy is paid for by all 

employers, who contribute 1% of their payroll towards skills development and training. 

The National Treasury commissioned an Expenditure and Performance Review of the National Skills Fund. Its main 

findings are as follows: 

 Between its inception in 2001/02 and 2010/11, the National Skills Fund was plagued by weak financial management 

and inadequate capacity. This was apparent from the regular qualified audit opinions and substantial 

underspending on programmes and projects by the fund.  

 Since 2010/11, the fund’s performance has improved considerably. In 2012/13, the fund disbursed R2.6 billion, up 

from R 476.4 million in 2009/10, increasing at an average annual rate of 75.6%. This rapid increase in expenditure 

reflects an improvement in the grant application and adjudication processes, financial management and monitoring 

capability of the National Skills Fund. But in the main, the rise in expenditure has been driven by the use of the 

National Skills Fund to plug shortfalls in the funding of the TVET colleges and the National Students Financial Aid 

Scheme (NSFSAS). 

 By the end of 2012/13, the National Skills Fund had accumulated reserves of R 7.7 billion because of 

underspending in previous financial years. However, as part of its turnaround, the fund identified and approved 

future and recurring projects for financing. Hence, by the end of 2012/13, total expenditure committed to projects 

stood at R11.4 billion. This was financed from the existing reserve (R7.7 billion) and future income (R3.7 billion).    

 The National Skills Fund’s expenditure for 2012/13 can be broken down as follows: 

Description Amount (R’000) Percentage 

Training R2 345 687 89.5% 

Of which:   

 Technical and vocational programmes  (TVET#

 Colleges) 
R 1 131 066 43.2% 

 Graduate and post graduate programmes (NSFAS*) R 744 573 28.4% 

Total TVET and NSFAS Expenditure R 1 875 639 71.6% 

 Short skills programmes R 470 048 17.9% 

Institutional capacity building R 266 441 8.6% 

Research R 39 980 1.5% 

Administrative and operational costs R 5 012 0.3% 

Source: DNA Economics. TVET#  -  Technical and Vocational Education and Training. NSFAS* - National Student Financial Aid 
Scheme 

 A total of R1.9 billion (or 71.6% of total expenditure) was disbursed to technical and vocational training programmes 

(TVET Colleges) and graduate and post graduate programmes (NSFAS). This stop-gap funding fosters 

dependency by the institutions receiving the monies and it is unclear where additional funding will come from once 

these disbursements cease and the NSF’s reserves are depleted. 

 Moreover, the unit cost of funding graduate and postgraduate programmes (NFSAS) is significantly higher than the 

cost of technical and vocational programmes, delivered by TVET colleges. Put differently, more learners can be 

funded at a relatively lower unit cost in the TVET college system.   

 Going forward, if the National Skills Fund continues to fund programmes in line with its current disbursement mix, 

the total cost of training its target of 120 000 new learners over the 2014/15 Medium Term Expenditure Framework 

is projected at R8.3 billion.  



 

 

 However, if the National Skills Fund were to consider focusing its efforts on funding bridging programmes and 

technical and vocational programmes for persons Not in Employment, Education or Training (NEETs), the model 

estimates that the fund could support up to 505 259 enrolments between 2014/15 and 2016/17.  

 With all of its reserves committed to projects, this review suggests that National Skills Fund considers controlling 

the cost of its training programmes and minimising the variance in unit costs. This could be done by:  

i. Analysing and comparing the cost of similar training programmes across education institutions.   

ii. Issuing guidance around common costs and overheads that can claimed by education institutions.  

 The fund has done well in improving its operational efficiency and financial management over the past three years. 

However, for the National Skills Fund to play a key role in the post school education and training system, it becomes 

important to identify the right programmes to fund and monitor the overall cost-effectiveness of its considerable 

investment in training and capacity building.  
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2014/15 2015/16 2016/17

Available budget (Total available for disbursement) R 3 121 237 350 R 3 433 361 085 R 3 776 697 194

Training programmes 90% 90% 90%

Institutional infrastructure and capacity building 5% 5% 5%

Research and advisory functions 5% 5% 5%

Select allocation for each programme

NCV Business 5%

NCV Technical 5%

NATED: N1-N3 25%

NATED: N4-N6 25%

Learnerships 10%

Internships 0%

Apprenticeships 10%

Bridging course 10%

Skills Programmes 10%

Degree 0%

Sum total 100%

Select for each programme

NCV Business Tuition Fee only

NCV Technical Tuition Fee and Indirect Costs

NATED: N1-N3 Tuition Fee and Indirect Costs

NATED: N4-N6 Tuition Fee and Indirect Costs

Learnerships Tuition Fee and Indirect Costs

Internships Tuition Fee only

Apprenticeships Tuition Fee and Indirect Costs

Bridging course Tuition Fee only

Skills Programmes Tuition Fee only

Degree Tuition Fee only

Select cost assumption for each programme

NCV Business Minimum

NCV Technical Median

NATED: N1-N3 Median

NATED: N4-N6 Median

Learnerships Minimum

Internships Median

Apprenticeships Median

Bridging course Median

Skills Programmes Minimum

Degree Median

Step 4: Decide on the cost parameters for the training

What assumptions should be used for the training costs?

What will the NSF pay for?

Step 3: Decide on apportionment of costs

How does the NSF want to spilt its funding?

What types of training interventions does the NSF want to fund?

NSF Costing Model

Calibration for NSF Purposes

Step 1: Decide on the allocation of funding towards different types of activities funded by the NSF

Step 2: Decide on the mix of training programmes
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GLOSSARY  

NATED The National Certificate (Technikon) is a three-year programme, which combines 18 

months of theoretical studies and a further 18 months of simulated practical 

experience with a strong artisanal focus. NATED programmes are delivered by 

Technical and Vocational Education and Training Institutions.   

NCV The National Certificate (Vocational) is a three-year programme that integrates 

theory and simulated practical training and is an alternative to the National School 

Certificate for school leavers.      

Learnerships Learnerships are structured programmes that combine theoretical knowledge with 

practical workplace experience. Learnerships lead to a qualification registered on the 

National Qualifications Framework.  

Apprenticeships Apprenticeships are workplace based training programmes in the occupational 

trades.    

Internships Internships are short periods of practical work experience aimed at increasing the 

employability of learners.  

Short skills 
programmes 

These are short training programmes across a wide range of disciplines, generally 

delivered over a three to six month period.  

The table below summarises the entry requirements across the different technical and vocational training 

programmes.  

Description  NATED   NCV  Learnership Apprenticeship 

Minimum 
requirements 

Grade 9 for N1 
admission 

Grade 9 and college 
requirements set per 
programme 

Grade 9 or college 
requirements set 
per programme 

Grade 12 with passes of 
50% or more in 
Mathematics and English, 
with Physical Science an 
advantage. 

  Grade 12 for N4 
admission 

    Entrance tests can be are 
applied 

Duration 1 Year for N1 – N3 
Engineering Studies 

3 Years (1 year per 
level) 

12-18 months 3-6 years depending on 
sector specialisation 

  1 Year for N4 – N6 
Engineering Studies 

      

  3 Years (18 months 
theoretical studies + 18 
months’ workplace 
application) for N4 – N6 
Business and Utility 
Studies 

      

Qualification N6 Diploma Full Certificates on 
NQF Level 2, 3 and 4 

NQF registered 
qualification  

Registration with QCTO or 
occupational trade body 

    NC(V) Level 4 
Certificate is 
equivalent to 
National Senior 
Certificate (matric) 
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Source: Source: TVET colleges (http://www.TVETcolleges.co.za/Site_Courses.aspx) 
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 INTRODUCTION 

o Overview 

The National Treasury has commissioned a set of Expenditure and Performance Reviews (EPRs) across 40 

government programmes. The aim of these reviews is to provide insights into the trends, composition and 

drivers of government expenditure across key programmes. These reviews provide useful insights into the cost 

of government services and can be an important tool for decision makers in pursuing efficiency gains and value 

for money.  

Education and training are essential to South Africa’s long term development goals. Expenditure on education 

and training accounts for 20% of total expenditure by government. While the largest share of this expenditure 

goes towards basic education, about R52.5 billion will be spent in 2014/15 on higher education (National 

Treasury, 2014). 

The focus of this report is on the National Skills Fund, a funding mechanism established in terms of the Skills 

Development Act (No. 97 of 1998). The fund finances training, institutional capacity building and research in the 

post school education and training sector. The post school education and training sector caters for learners that 

have either completed their National Certificate or dropped out of the basic education system. It is an important 

avenue for the workforce to acquire the skills needed by the economy. Broadly speaking, the sector can be 

divided into three subsectors: 

 The technical and vocational college system 

 The university system 

 Private education provision 

Traditionally, a large proportion of government expenditure was spent on universities, but in recent times, 

funding towards technical and vocational training has increased. The considerable growth in funding for 

Technical and Vocational Education and Training (TVET) colleges has been underpinned by the recognition 

that occupational and vocational trades are important contributors to employment and a country’s long-term 

development.  

Funding for the post school education and training sector comes from a variety of sources. Most of the post 

school system is funded from general national taxes. A smaller share comes from the Skills Development Levy 

(SDL), a type of payroll tax that employers contribute to. The SDL is used to fund both the Sector Education 

Training Authorities (SETAs) and the National Skills Fund (NSF).  

The post school and education sector still lacks the capacity and resources to train the 3.2 million young persons 

who remain unemployed (DHET, 2014, p. 20). This raises questions about the scale and efficiency of current 

funding sources, such as the NSF, and the ability of these programmes to increase enrolments quickly and 

effectively. This EPR therefore aims to make a contribution to this important  discussion around the cost and 

performance of post school education in South Africa. 

o Objectives of this EPR 

The purpose of this EPR is to examine the pattern, composition and trends in expenditure by the National Skills 

Fund. The review covers the period between 2009/10 and 2012/13. To be able to answer the broad question 

of the scale and efficiency of current expenditure, this EPR answers five critical research questions.  
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Box 1: Key questions 

How and on what does the NSF spend its resources? 

What are the main drivers of costs for the NSF? 

What are the unit costs of training programmes funded by the NSF? 

What are the expenditure implications of adopting different mixes of training programmes? 

What can be done to improve the efficacy, economy and overall effectiveness of NSF spending? 

In order to respond to these questions, this review begins by examining the mandate of the NSF and outcomes 

it contributes to. This background information provides the context for the subsequent analysis of expenditure 

and the development of a costing model.   

o Conduct of this study 

In keeping with the methodology approved by the National Treasury, this EPR was carried out in five stages. 

Further detail on the methodology can be found in Appendix 1 of this report. Two particularly important 

methodological issues are worth noting.  

First, unlike a government department, where expenditure is captured on the government Basic Accounting 

System (BAS), the NSF operates its own financial management system. Only aggregate fund expenditure is 

recorded on BAS. To determine the types and cost of training programmes, the project team had to manually 

capture the budgetary estimates approved by the National Skills Fund. A total of 126 projects funded by the 

NSF were captured. Among these, proposals submitted by 40 of the 50 TVET colleges were captured and used 

for this analysis. Detailed proposals were captured for the 2012/13 financial year, where information was 

available.   

Second, the quality of the information submitted by education institutions varied. Often, the expenditure items 

listed in the budget programmes, particularly around controllable costs, were vague. For instance, some TVET 

colleges claimed reimbursement for the cost of ‘strategic management.’ There were other instances where 

detailed expenditure was missing. Despite these challenges, the information collected still provides the NSF 

with a wealth of information on the cost of their training programmes. The excel files listed in Appendix 2 can 

be used to compare and contrast the unit cost across colleges as well as different types of training programmes. 

The remainder of this report is structured as follows:  

 Section 2 gives an overview of the legislation, policy and frameworks that influence what and how the NSF 

spends its resources.  

 Section 3 describes the NSF and the way it functions, setting the scene for the subsequent analysis of the 

NSF’s contribution to educational outcomes.   

 Section 4 explores the theory of change underlying the work of the NSF, as a funding agency. It also 

provides an analysis of the interaction between the NSF and its oversight department. 

 Section 5 examines the trends, patterns and composition of the NSF’s expenditure. This includes an 

assessment of the types of activities funded by the NSF. 

 Section 6 estimates the unit costs of different training programmes and lays the groundwork for a costing 

model.  



National Treasury 

Expenditure Performance Review: National Skills Fund 

3 

 Section 7 concludes by drawing together key findings and recommendations.  

 BACKGROUND 

o Evolution of the policy framework 

The post school education and education training system has undergone many changes in the last two 

decades. Legislation and regulations have established new institutions, restructured old ones and developed 

new funding arrangements.  In 1998, the Skills Development Act established the Sector Education and Training 

Authorities as well as the National Skill Fund. A reasonably clear mandate was given to the SETAs to improve 

skills and competencies in the workforce and to promote workplace based training. Much less guidance was 

given to the National Skills Fund in the legislation, except to limit funding to priorities contained in the National 

Skills Development Strategy and identified by the Director-General.  

The National Skills Fund receives a statutory allocation in the form of the Skills Development Levy (SDL). This 

tax requires all employees to contribute 1% of their wage bill to fund learning and development. The levy is 

divided between the SETAs and the NSF, in favour of the training authorities, which receive 80% of the funds 

collected. They in turn disburse these funds to companies within their sectors, who train and up-skill their 

employees. When this mechanism works, companies receive part of their levy back and this minimises the 

economic costs of the country’s workplace based training system.  

Section (2) (a) and (b) of the Skills Development Act (1998) directs that the NSF be credited with 20% of the 

skills development levies, interest and penalties collected in respect of every SETA as well as the skills 

development levies, interest, penalties collected by the South African Revenue Service from employers that do 

not fall within the jurisdiction of a SETA. In other words, it uses employer contributions to subsidise training 

programmes for school leavers and the unemployed. Furthermore, funds allocated to the NSF are a direct 

charge against the revenue fund and therefore not appropriated through the budgetary process.  

Box 2: Direct charges against the National Revenue Fund 

In general, direct charges against the revenue fund are designed to perform one of two functions. First, direct charges can 

be used to finance a specific form of expenditure funded by a ring-fenced form of taxation (e.g. the Skills Development Levy) 

or fiscal instrument (e.g. the Unemployment Insurance Fund). Second, direct changes can be used to bypass the 

appropriation process (e.g. in the case of the salary of the President or the Judiciary) when the separation of powers warrants 

it. While direct changes can be expeditious, experience with the Skills Development Levy and other funds such as the 

Unemployment Insurance Fund demonstrate that they can be subject to abuse if proper controls are not in place to monitor 

expenditure.  

Because the legislation contained limited guidance, it was left up to subsequent policies and frameworks to 

inform the funding decisions and criteria of the NSF. The National Skills Development Strategy I was the first of 

these policies to be issued and set ambitious goals to develop new skills, upgrade existing skills and reskill 

labour to meet the demands of a growing economy. The NSF played a limited role in achieving these goals and 

its expenditure was largely focused on social development initiatives.  

By contrast, under National Skills Development Strategy II, the fund financed larger and more varied training 

programmes across seven different funding windows, namely Adult Basic Education and Training, learnerships 

and artisanal training, work readiness programmes and cooperative training. Under National Skills 

Development Strategy II, the fund was also allowed to direct resources towards research and support capacity 

building initiatives in education institutions. Between its inception in 2000 and 2011, funding decisions were 

broadly aligned with the National Skills Development Strategies.  
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The National Skills Development Strategy III represents a stark departure from its predecessors insofar as it 

contains greater detail on the mandate and obligations of the NSF. In terms of the National Skills Development 

Strategy III, the NSF is a ‘catalytic fund’ – enabling the state to drive key skills, strategies and to meet the training 

needs of the unemployed, non-levy-paying co-operatives, NGOs, community structures and vulnerable groups. 

This strategy calls for the NSF to target skills gaps, and to complement resource shortages for priority skills 

(DHET, 2011). Under the National Skills Development Strategy III, the bulk of NSF funding has been used to 

expand the number of learners enrolled on vocational and technical training programmes at TVET colleges.  

In early 2014, the White Paper for Post-School Education and Training was released and it provides further 

guidance for the future direction of the NSF. The policy specifies the principles and priorities of the various role-

players involved in post-school education. Specifically, the NSF will be responsible for skills development as 

defined by the National Skills Development Strategy, including building linkages within the skill systems and 

providing funds for government strategies such as youth programmes, small businesses, co-operatives and 

rural development. The NSF will also fund research and innovation across sectors (DHET, 2014, p. 9). 

Between the National Skills Development Strategies and the White Paper on Post School Education and 

Training, there have been other policies, frameworks and decisions that have impacted on the NSF. Figure 1 

summarises these changes.   

o Policy changes and their influence on the NSF 

As described above, the expenditure focus of the NSF has shifted from funding mostly social development 

initiatives under the National Skills Development Strategy I to expanding access to vocational and technical 

training in line with the National Skills Development Strategy III. For the most part, these policies provided the 

National Skills Fund with broad direction and did not pinpoint the critical areas or disciplines in the post school 

Figure 1: Major policy and legislative changes impacting on the NSF 

 

Source: DNA Economics 

Note: A detailed description of the policy changes can be found in Appendix 3 
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education and training system that could be funded to achieve value for money and impact. This together with 

the fund’s poor financial management, weak internal controls and inadequate capacity, contributed to its 

lacklustre financial and operational performance over its first ten years1. For instance, the Auditor-General found 

several deficiencies and deviations in the system of internal control (Department of Labour Annual Report, 

2008/09, p77) 

The fund was moved from the Department of Labour to the Department of Higher Education and Training 

(DHET). This change was motivated by the need to create a closer link between the National Skills Fund and 

reforms in the post school education system. Until recently, the National Skills Fund operated as a budget 

programme within the Department of Higher Education and Training. However, in October 2012, the Minister 

of Finance proclaimed the National Skills Fund a Schedule 3A public entity in line with the recommendation of 

the Auditor-General.   

The nonspecific nature of the policy direction also influenced the impact of the fund’s activities on the post school 

education and training system. As a study by the Human Sciences Research Council reveals, the NSF’s funding 

was spread across a wide range of programmes, often unrelated to each other. The study raised concerns 

around the duplication of programmes offered by the NSF and the SETAs. It cites examples of learners 

engaged in two learnerships at the same time as well as the NSF and the SETA funding the same programme. 

The research also found that certain education institutions submitted unsolicited bids to both NSF and SETAs 

to offer ‘easy’ training programmes which do not provide meaningful skills or qualifications (Human Resource 

Development Council of South Africa, 2013).     

 BUSINESS PROCESSES 

o Business process mapping 

As a funding agency, the NSF’s primary function is to disburse grants to education institutions in line with the 

policy framework. The NSF follows similar processes in calling for proposals, adjudicating applications, 

disbursing funds and monitoring projects, irrespective of whether the organisation funds a co-operative training 

programme or an infrastructure development project. In making its funding decisions, the National Skills Fund 

is guided by the National Skills Development Strategy developed by the DHET, and the NSF Strategic 

Framework and Criteria for the Allocation of Funds approved by the National Skills Authority2. The latter sets 

the upper limits for different funding windows for the NSF and is a mechanism for ensuring that the fund’s 

resources are allocated equitably and towards key national priorities.  

Figure 2 depicts the NSF’s main business processes. It also maps out the business processes of the DHET 

and the National Skills Authority in relation to the NSF.       

                                                           
1 Taken from the Auditor General reports of the Department of Labour.  
2 The National Skills Authority is a statutory body established in terms of Section 4 of the Skills Development Act (1998). Its 
functions are to advise the Minister on the national skills development strategy and related policies, plans and frameworks; 
liaise with the SETA on the implementation of the strategy and report to the Minister on progress.  
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Figure 2: Business process mapping 



National Treasury 

Expenditure Performance Review: National Skills Fund 

7 

o Observations from business process mapping   

 The DHET’s role in relation to the NSF 

 The DHET sets the policy framework that governs the National Skills Fund. The National Skills 

Development Strategies have set broad funding windows for the NSF (as well as the SETAs). Each window 

represents a focus area within the post school education and training system. These funding windows 

establish guidelines, criteria and procedures for NSF-funded projects and initiatives. That said, the previous 

and current strategies are broad in scope and does provide the NSF with the type of granular information 

it needs to be more selective in deciding on which programmes and qualifications to fund. For instance, the 

National Skills Development Strategy III aims to increase access to occupationally directed programmes, 

but contains no further information on specific occupations targeted by the strategy.  

 As a funding agency, the NSF is not meant to carry out its own research. Instead, it relies on its DHET to 

provide it with information on demand and supply of skills to make the right funding choices. As the DHET 

had limited research capacity to undertake skills planning, it was unable to supply the fund with information 

needed to make targeted funding decisions. While efforts are currently underway within the DHET to 

establish a skills planning mechanism, it is important that the research and information produced is 

channelled to the NSF. This is likely to improve project selection, which can be therefore be based on 

evidence of skills demand and supply. 

 Each National Skills Development Strategy is implemented over a five year term. At the end of this term, 

the NSF, as part of the consultation process in preparation for the new strategy, is given an opportunity to 

tender inputs. This feedback mechanism ensures that the NSF’s experience and challenges in funding 

NSDS projects is used to improve the content of the new strategy. While the NSF remained with the DHET, 

this feedback loop was internal to the department. As there are no policy or legislative imperatives that 

entrench such a feedback mechanism, it is unclear whether this process will remain in place when the NSF 

evolves into a fully-fledged public entity. 

 The Skills Development Act (1998) permits the Director General the discretion set funding priorities for the 

NSF. The Strategic Framework and Criteria for the Allocation of Funds approved by the National Skills 

Authority caps this discretionary decision-making power to 10% of all funds available for disbursement. 

There are no formal procedures in place to support the Director General in making these important funding 

decisions. 

 As the oversight department, the DHET’s monitoring processes extend to benchmarking between the NSF 

and other funders (e.g. DHET) of similar programmes within TVET colleges. Benchmarking processes 

enable the DHET to compare the cost of training programmes across education institutions and potentially 

minimize the risk of duplicate funding across funders. 

 As the custodian of the post school education and training system, the DHET is responsible for evaluating 

the impact of different funding sources. While an impact evaluation was undertaken by the Human 

Sciences Research Council in 2013, there are no plans in place to undertake periodic evaluations of the 

NSF and its funding decisions. Evaluations can provide useful insights into whether the NSF’s funding 

decisions are targeted to the areas of need and whether the agency’s funding decisions culminate in 

intended outcomes.  
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 The National Skills Authority’s role in relation to the NSF 

 The National Skills Authority develops and approves the Strategic Framework and Criteria for the Allocation 

of Funds. This framework limits categories of expenditure to certain thresholds. Table 1 shows that just 

over half of the funding available for grants is earmarked for projects in line with National Skills Development 

Strategy III and the Human Resource Development Strategy for South Africa. There remainder is split 

between Ministerial, DG’s Priorities and Skills Infrastructure categories.  

Table 1:  Planned allocation of funding across criteria (2012/13) 

Key priority  % Allocation 

Human Resource Development Strategy for South Africa (HRDSSA) 5 

Ministerial 8 

NSDS III 47 

DG Priorities 10 

Skills Infrastructure 10 

Source: NSF Projects Funding Model Operations Manual  

 The value of setting these thresholds is debatable because:  

a. There are overlaps between the Human Resource Development Strategy, Skills Infrastructure and 

National Skill Development Strategy III in relation to building infrastructure within the technical and 

vocational system. Therefore, the category to which an infrastructure project would be assigned 

to is not immediately apparent.  

b. The consequences of breaching any of these thresholds, if they are in place to limit expenditure, 

are unclear.  

 The National Skills Authority does not monitor the performance of the fund against the criteria set out in the 

Strategic Framework and Criteria for the Allocation of Funds.  

  National Skills Fund 

 The overall effectiveness of the fund is dependent on the quality of the strategic direction set by the DHET. 

For instance, under National Skills Development Strategy II, the fund was called on to finance ‘catalytic 

projects’. With no clear definition of ‘catalytic’, the decision on the types of programmes to fund became 

arbitrary as most projects could be considered ‘catalytic’.  

 Without specific information on demand and supply of training programmes, the NSF relies heavily on the 

judgement of the adjudication panel to interpret the National Skills Development Strategy’s priorities. 

 The NSF utilises a combination of approaches to invite applications for skills grants from suitable applicants 

in terms of approved grant criteria. The following approaches are used: 

o Open Calls: The NSF publishes invitations in the media for applications from qualifying applicants. 

Proposals are funded using a competitive process to ensure that only those fitting programme goals 

(project eligibility) and showing potential for high impact are selected. It is unclear what criteria is used 

by the adjudication panel to assess the potential impact of projects.  
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o Closed Calls: These are targeted at certain public sector partners and stakeholders whose activities 

are aligned with the broader goals of the DHET. The applicants may include, but are not restricted to, 

institutions within the post-school system (TVET institutions, SETAs, Universities, SOEs, etc.), 

professional bodies, and other government departments. 

o Reactive approach: The NSF accepts applications from prospective applicants regardless of whether 

a Call for Proposals or a bid has been issued or not. This approach is meant to encourage the 

development of creative and innovative skills programmes. 

o Proactive/interventionist approach: Utilising available and relevant research from various sources 

the NSF identifies areas where skills interventions will significantly promote economic growth and the 

prospects of employment. Proposals under this approach are invited through an ‘Open Call’ or ‘Closed 

Call’ (NSF, 2013, p. 15). 

 Most of the applications are received through an open call process. This process results in volumes of 

applications, often of varying quality. The information provided by grant applicants is often inconsistent 

between applications and the level of detail contained in their budget proposals varies considerably.  

 The application based system creates competition for the pool of funds, but the overwhelming response to 

any call for proposals makes the adjudication process lengthy and ties up valuable time and resources.  

 Application and adjudication processes can be designed more efficiently. A brief review of international 

experience reveals that some funding agencies use Statement of Intent to narrow scope of programmes 

and projects they fund. This enables funding agencies to target and build critical mass in certain types of 

skills. For instance, in the United Kingdom, the Skills Agency focuses its efforts on apprenticeships and 

publishes a list of qualifications and programmes that are eligible for support across different occupational 

trades.  

 The NSF could consider issuing a Statement of Intent to demarcate the qualifications and programmes it 

intends to fund over the medium term. The Statement of Intent signals to educational institutions the types 

of programmes, for which support is available. Over time, this practice will filter out applicants whose 

programmes are not aligned to the NSF’s funding priorities.    

 The performance of the National Skills Fund is determined by the extent to which its systems and structures 

are effective in commissioning, contracting and monitoring projects. These are critical processes, during 

which the fund interfaces with the grantee. A number of key points are worth noting from the analysis of 

business processes: 

o The NSF currently operates a paper based application system, where applicants are asked to 

submit volumes of information in hard copy.  

o The quality of proposals varies significantly across TVET colleges and other education institutions. 

o The paper based application process and the poor quality of proposals makes it difficult for the 

adjudication committee to engage meaningfully with the content of each proposal. This may lead 

to arbitrary funding decisions.  

o The technical evaluation process reviews each application individually. Benchmarking exercises 

to determine the value for money and cost effectiveness of the training programmes offered by 

different education institutions are currently not performed. 
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o There have been delays in payments and disbursement by the fund. This can affect the 

performance of the education institution, particularly if they rely heavily on NSF funding.   

o The fund currently monitors the performance of education institutions by requesting progress 

reports and conducting site visits. Less effort is placed on reviewing the quality of the training and 

assessing training outcomes such as drop out and pass rates. 

o Project closure processes exist and are mostly administrative in nature. The fund does not 

currently evaluate the overall effectiveness of its investment in training and capacity building.   

 The Service Provider’s interaction with the NSF 

 The National Skills Fund issues calls for proposals for each funding window it supports. The calls for 

proposals provide limited information to potential applicants on the nature and types of programmes that 

will be funded. It is left up to the applicant to interpret the criteria and come up with programmes that may 

fit the criteria set out in the call for proposals.  

 There are no prequalification processes. This means that education institutions have to submit their 

information every time they apply for funding to the NSF.  

 The quality of information submitted as part of the application process varies considerably amongst 

educational institutions. Common challenges were that no descriptions of the training programmes were 

provided or that budgets were aggregated and sometimes obscured the unit costs of training.  

 PROGRAMME DESIGN 

The section maps the casual relationship between the NSF’s inputs, activities, outputs and outcomes. Although 

the NSF’s role is limited to funding projects and programmes in line with the National Skills Development 

Strategies and other government priorities, the construction of the logical framework establishes a clear link 

between what the NSF does and the outcomes it contributes to. The analysis of the programme design is crucial 

to this EPR as it establishes a link between the performance of the NSF and its expenditure.  

For the NSF, understanding what impacts and outcomes it contributes to is crucial in positioning itself within the 

post school education and training sector. While the NSF has identified its mission, vision and strategic goals, 

there is no clear description of the impact and outcomes that the fund intends to achieve.  This EPR reconstructs 

the logical framework underpinning the National Skills Fund and allows for an analysis of the performance of 

the fund.  

For the purposes of this project, we have developed a multi-agency logical framework that outlines the theory 

of change for the NSF, DHET, NSA, and SARS. Collectively, these frameworks trace funding and disbursement 

cycle: from the collection of revenue by SARS; to the policies and allocation frameworks that govern the 

allocation of funds; and the disbursement and monitoring of funded project by the NSF. The complete logical 

framework can be found in an excel spreadsheet listed in Appendix 4.  

In developing the NSF’s logical framework, the first step was to articulate the impact and outcomes.  

Impact: A country where all South Africans are skilled and engaged in economic activity that contributes to the long-term 

development of the economy. 

This impact statement captures the potential impacts of the NSF’s training, capacity building and research 

programmes in: (1) developing the skills and competencies of South Africans and (2) increasing their 
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capabilities to enter the formal economy and/or engage in entrepreneurial activities. This impact statement is 

derived from the preamble to the National Development Plan. 

The impact statement can be further broken down into three clear outcomes. These are: 

Outcome 1: Skills development interventions are designed to meet the needs of a growing and competitive economy 

Outcome 2: All South Africans, especially the youth and unemployed, have access to high quality post-school skills 

development opportunities 

Outcome 3: NSF-funded interventions improve the employability of beneficiaries and lead to sustainable enterprises 

These outcomes embody three critical aspects of long-term skills development. First, effective long-term skills 

development is demand-driven. To understand the demand for skills, the labour market has to be analysed and 

monitored regularly to inform ongoing policy and training interventions. The NSF contributes to this outcome by 

the financing of the skills planning mechanism as well as through research projects, some of which is done on 

behalf of the DHET. 

The second outcome relates to access to post-school skills development opportunities. Access is invariably 

linked to funding and the fund contributes to this outcome by expanding access to education and training for 

historically marginalised groups and the youth. In particular, providing access to educational opportunities for 

the 3.2 million young person Not in Employment, Education or Training (NEETs) is a key objective of 

government. Moreover, as the NSF invests in infrastructure, it builds the capacity of TVET colleges and 

universities to deliver more training programmes.  

Finally, outcome 3 relates to the quality of training interventions and their impact on the employability of 

beneficiaries and on enterprise development. The NSF’s contribution revolves around its funding industry 

relevant training programmes as well as its financial assistance given to quality assurance and certification 

bodies such as the Quality Council Trade Occupations (QCTO) and the National Artisan Moderating Body 

(NAMB). 

For the purposes of this study, the outcomes are further broken down into the outputs illustrated in Figure 3.    

This logical framework distinguishes between intermediate and final outputs. Final outputs refer to those 

deliverables produced by the organisation that contribute directly to the achievement of outcomes. Intermediate 

outputs are those delivered by managers that can be consolidated into a final output. Intermediate outputs such 

as research reports, surveys and systematic reviews come together to yield evidence-based policy. Based on 

the information available, the fund is responsible for five distinct outputs: 

Final output 1: Contribution to the development of an evidence based National Skills Development Strategy 

Final output 2: A funding mechanism that is aligned to the goals of the National Skills Development Strategy 

Final output 3: A funding mechanism that is functional, operates efficiently and delivers value for money 

Final output 4: Capacity building in the TVET College and university system is supported.  

Final output 5: NSF-funded programmes are well targeted and improve the knowledge, skills and competencies of its 

beneficiaries   
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Figure 3: NSF Logical Framework (abridged version) 
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o Observations on the programme design 

The logical framework reveals the linkages and dependencies of the various stakeholders in relation to the 

NSF.  An analysis of the logical framework highlights the key strengths and weaknesses in the design of the 

NSF.   

 Impacts 

 The NSF has not articulated the impact it wants to achieve within the post education and training system. 

This may be indicative of the NSF’s continued struggle to position itself in the post school education and 

training system. 

 Outcomes 

 Through its funding, the NSF support beneficiaries in engaging in economic activity either through formal 

employment or entrepreneurial activity.  Specifically, the fund targets persons ‘Not in Employment, 

Education or Training (NEET)’. These are persons from marginalised and vulnerable backgrounds, who 

can’t afford further education and training or don’t have access to education and training facilities.  

 Where the NSF supports beneficiaries in building entrepreneurial and business skills, there is a possibility 

of duplicating the efforts of other funders, whose core mandate is to support and build capacity within small 

businesses. These agencies (for example - the Small Enterprise Development Agency (SEDA) have 

extensive training programmes for entrepreneurs and small business owners. The NSF should guard 

against duplicating the efforts of dedicated small business funders. Instead, there are opportunities for the 

fund to work with other funders to specify its role more clearly.  

 The NSF’s current monitoring and evaluation systems do not assess the effectiveness of the fund in 

choosing the right programmes, qualifications and institutions to fund.  

 Outputs 

 For the NSF to play an integral part within the post education and training system, it has to contribute to the 

development of the policy and legislative framework. While the fund takes part in consultations during the 

preparation of the National Skills Development Strategy, there is currently no formal mechanism in place 

for the fund to review its operations, decisions and outcomes over the 5 year term of the strategy. For this 

to happen, the fund needs to plan for and conduct ‘end of term’ reviews.  

 While the current practice of the NSF is to focus on broad alignment with the National Skills Development 

Strategy, this is not enough for the fund to deliver on its outcomes. Therefore the fund could consider 

developing a mechanism to identify the qualifications and disciplines where its funding is likely to have the 

most beneficial impacts based on the skills demand and supply information it receives from the DHET and 

industry.   

 The NSF became a public entity on the 1 April 2012. Until then, the fund was a budget programme within 

the department. In practice, this meant that the DHET had considerable influence on the operations of the 

fund and its funding decisions. Nonetheless, the recommendation of the Auditor General to list the fund as 

a public entity was motivated by the need to ring-fence its revenue and expenditure. As the fund evolves 

into a fully-fledged public entity, it will need to formalise information sharing and the adjudication processes, 

particularly in relation to DHET.  
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 Activities 

 In general, the NSF has made significant progress in improving the management of its finances and 

strengthening its monitoring capability since 2010/11.  

o The fund has implemented standard operating procedures that guide staff through each aspect of 

the call for proposals, grant evaluation, contracting, disbursement, monitoring, and reporting and 

project closure.  

o Moreover, in 2013/14, the collection of performance information has improved as concerted 

attempts were made to identify the beneficiaries of NSF-funded programmes. This represents a 

positive move towards understanding what and on whom the NSF spends its funds. 

 Nonetheless, beneficiary management remains one of the fund’s main weaknesses. Two issues in 

particular are worth noting:  

o Minimum information on beneficiaries, including personal details, chosen field of study, modules 

taken, NQF levels, notional hours, pass rates and timescale for completion has not been 

consistently collected. As a result the fund has limited information on the number of beneficiaries 

it has trained in the past decade.   

o Currently the fund’s main beneficiaries are persons ‘Not in Employment, Education or Training 

(NEET)’ These beneficiaries move from place to place in search of education or employment 

opportunities. They seldom have a primary address and consistent mobile number. Without a 

centralised record of beneficiary data, the fund is unable to determine whether these beneficiaries 

have been funded before.  

 The fund’s improved financial performance has largely been attributable to better financial management 

and control. Despite these improvements, there are no systems in place to capture detailed cost estimates 

provided by applicants and the fund is unable to compare the costs of similar programmes across education 

institutions when adjudicating grant applications. This makes it difficult for the NSF to select the most cost-

effective training interventions to achieve value for money. 

 There is no systematic way of registering and pre-qualifying service providers for NSF funding. Pre-

qualification processes for TVET institutions could comprise of:  

o a review their financial position (or at least obtaining this information from the DHET),  

o an inspection to determine the adequacy of training capacity (if needed); and  

o where appropriate a requirement for co-funding and/or engagement with industry. 

 Finally, the NSF does not publish information on the applications received, approved grants or the amounts 

disbursed. As the fund is financed through a direct charge against the National Revenue Fund, it is 

important that information on revenue and expenditure is transparent. One way through which this can be 

achieved is for the fund to make information available for public scrutiny.  

 Performance indicators 

Unlike many government departments and agencies, the NSF does not deliver services. Instead, it is a funding 

agency that provides financial assistance to institutions to deliver programmes. Beneficiaries of the NSF’s 
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interventions are generally the (i) learners – who are able to enrol on training programmes and (ii) education 

institutions which receive funding for capacity building. To analyse the NSF’s performance, this review draws 

on international experience in measuring the performance of similar funding agencies. Table 2 evaluates the 

National Skills Fund’s current approach to performance measurement, the indicators it uses and makes 

suggestions on additional indicators that can be used to strengthen the fund’s performance measurement 

system.  
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Table 2: Assessment of the NSF’s performance indicators 
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Logical 
framework 

Measurement principles Assessment of the NSF’s performance indicators  Proposals 

Inputs 

A funding agency’s core 
function is to disburse 
financial assistance efficiently 
to grantees as well as 
manage and monitor the risks 
associated with each funded 
project.  
 
A funding agency’s 
expenditure efficiency is 
measured in two ways. The 
first way measures the 
efficiency of the fund in 
disbursing financial 
assistance.  
 
The second examines the 
operational efficiency of the 
fund by assessing the 
efficiency of operational 
expenditure.  

The analysis reveals that the NSF has a number of input 
indicators already in place. It measures the efficiency of grant 
expenditure and monitors its funding commitments. The fund 
also measures the utilisation of its accumulated reserves. In 
relation to operational expenditure, the fund has performance 
indicators related to the utilisation of its operational and capital 
budgets.  
 
The fund’s current performance indicators include: 

 Grants disbursed versus grant income received (%) 

 Reserved funds committed contractually (%) 

 Infrastructure projects implemented versus earmarked (%) 

The existing performance indicators measure the fund’s 
overall financial performance. However, these indicators do 
no provide the granular information necessary for oversight.  
 
This review recommends that the NSF adopt the following 
indicators: 

 Human Resources Expense Factor (HREF): This 
indicator measures expenditure on HR in relation to total 
expenditure. As the NSF expands its staff complement, 
this indicator measures whether increases in HR 
expenditure crowds out all other forms of expenditure 

 Proportion of grants disbursed towards: 

o Training 

o Research and advice 

o Institutional infrastructure and capacity building 

 Average unit cost per type of training 
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Activities 

A funding agency’s 
performance depends on the 
efficiency of its application, 
approval and disbursement 
processes. Most funding 
agencies measure the 
efficiency and timeliness of 
these critical processes.   

The 2013/14 annual report did not contain any efficiency 
indicators. However, from 2014/15, the NSF will start 
measuring the efficiency of fund’s application and disbursement 
processes.  
 
The fund has identified the following performance indicators: 

 Solicited applications received versus processed (%) 

 Unsolicited applications received versus processed (%) 

 Applications received versus receipt acknowledged (%) 

 Lead time from application received until finalised (number 
of months) 

 Average lead time from contract approval until contract / 
SLA signed (work days) 

 Average lead time from change / amendment requests 
received until finalised (days) 

 Project monitoring and evaluation reports submitted within 
agreed upon time (%) 

 Claims paid within specified time (%) 

In addition to the indicators identified in the 2014/15 Annual 
Performance Plan, this review recommends the NSF 
consider the following: 

 % of learner records uploaded to the central beneficiary 
management system 

 % of grantees compliant with minimum information 
requirements and registered on the NSF’s database 

 % of grantees issued with a warning letter or notice of 
concern by the NSF 

Outputs 

Most funding agencies 
monitor the results of their 
financial assistance to 
grantees. Lessons from the 
international review reveal 
that skills funding agencies 
are increasingly concerned 
with the quality and results of 
their training programmes.  

In 2014/15, the NSF will monitor and track the following 
indicators.  

 Learners planned to be funded 

 New learners funded versus total learners funded (%) 

 In-training learners funded (number) 

 Projects completed on time (%) 

 Projects completed within 80 to 100% of budget (%) 

 Projects closure report received and outstanding liabilities 
settled versus projects completed (%) 

Although all of these indicators are important and useful 
measures of performance, they do not adequately measure the 
results of the financing decisions made by the NSF.  

In addition to the indicators identified in the 2014/15 Annual 
Performance Plan, this review recommends the NSF 
consider the following: 

 % of learners on technical and vocational programmes 

 % of learners funded on university degrees 

 % of skills programmes that are accredited with the 
relevant authority 

 % of learners who have successfully completed their 
training programme 
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Outcomes 

Funding agencies also need 
to demonstrate the outcomes 
of their investment to policy 
makers and the public. As 
custodian of public resources, 
the cost effectiveness of a 
funding agency’s expenditure 
becomes subject to scrutiny. 

From the information available, this review could not find 
outcome measures amongst the NSF’s documents.   

For a funding agency, the simplest way to measure its 
outcomes is to determine the cost effectiveness of its 
investment. Internationally, cost effectiveness ratios are 
popular measures of the outcomes of public investment in 
training.  The review suggests the following cost 
effectiveness ratio for the NSF training programmes: 
 

𝐶𝑜𝑠𝑡 𝐸𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠 𝑅𝑎𝑡𝑖𝑜

=
𝑃𝑎𝑠𝑠 𝑅𝑎𝑡𝑒 𝑝𝑒𝑟 𝑡𝑟𝑎𝑖𝑛𝑖𝑛𝑔 𝑝𝑟𝑜𝑔𝑟𝑎𝑚𝑚𝑒

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑢𝑛𝑖𝑡 𝑡𝑟𝑎𝑖𝑛𝑖𝑛𝑔 𝑐𝑜𝑠𝑡 𝑝𝑒𝑟 𝑝𝑟𝑜𝑔𝑟𝑎𝑚𝑚𝑒
 

  

Impacts 

In general, formal 
assessments were 
undertaken occasionally by 
oversight department to 
determine the impact of a 
funding agency’s efforts.  

Impact measures or indicators were not articulated in the any of 
the documents examined as part of this EPR.  

An appropriate indicator for the NSF’s could be the “Year on 
year change in the percentage of 18-24 olds registered for a 
post school education and training programme.”  
 

Notes:  
1. At the time of this report, the 2014/15 Annual Performance Plan was still in draft form.  
2. There are compliance indicators which are not discussed here as they are not relevant to this EPR. These include the number of audit issues received, the employment equity target, and frequency of 
performance reviews.  
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 REVENUE AND EXPENDITURE ANALYSIS 

o Revenue 

The Skills Development Levy is a statutory mechanism and the primary source of revenue for the NSF. The 

levying of the SDL imposes a burden on employers who pay the levy. This lead to a loss in economic efficiency 

- the 1% of payroll could potentially have been utilised by firms to directly employ more workers or to expand 

capacity, which could in turn generate more employment.  Ideally, this loss in economic efficiency is mitigated 

by the improved skills and employability of the individual beneficiaries and the contribution that this makes to 

the economy as a whole. For this principle to hold true, it is therefore benefits from the training programmes 

funded by the NSF outweigh the loss of economy efficiency experienced by employers. 

In terms of section 27 (2) of the SDA, the NSF receives 20% of the skills development levies. The other 80% is 

shared between the SETAs, based on the contribution of employers in the sector to the levy. Other sources of 

funding for the NSF include: 

 Money appropriated from parliament for the NSF; 

 Donations to the NSF; 

 Interest on investments; 

 Skills development levies collected and transferred to the NSF in respect of those sectors in which there 

are no SETA skill development levies; and 

 Money received from any other source (NSF, 2013, p. 8). 

While the SDA establishes a source of revenue for the NSF, the SDLA (1999) prescribes that the South African 

Revenue Service (SARS) can claim up to 2 per cent of all levies collected to defray the costs of collection. This 

is ‘top slice’ must be deducted before all other claims against the levies are made. 

In line with DHET regulations, the NSF pays for the SDL levy collection costs, including the costs incurred in 

the collection of 80 per cent of levies credited to the SETAs. This arrangement effectively reduces the share of 

the SDL received by the NSF and available to finance administrative costs. Table 3 calculates the effective 

share of the levy received by the fund, after all deductions.   

Table 3: Effective share of SDLs received by NSF (2012/13) 

Description Percentage 

Total SDLs (including levies and penalties) available for disbursement 100 

Allowable SARS collection costs 2 

SDLs available for distribution 98 

SETA share of total SDL available for distribution (fixed at 80% of total SDLs) 81.6 

NSF share of total SDL available for distribution 18.36 

Source: DNA Economics calculations 
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o Expenditure 

 Revenue and expenditure trends 

Table 4 shows that the Skills Development Levy (SDL) as a proportion of total revenue has increased from 

81% in 2009/10 to 84 per cent in 2012/13. Included in the total revenue is interest income earned on from the 

investments of its accumulated reserves. By the end of 2012/13, the NSF had accumulated reserves of R 7.7 

billion because of significant underspending in previous financial years. Interest income is expected to decline 

over the medium term as the NSF uses its accumulated reserves to fund projects.  

Table 4: Total revenue vs. expenditure of the NSF (R'000) 

  2009/10  2010/11  2011/12  2012/13 

Total Revenue R 1 996 101 R 2 118 985 R 2 451 092 R 2 698 910 

 Skills Development Levy R 1 612 062 R 1 732 871 R 2 012 837 R 2 254 021 

 Levy as a % of Total Revenue  81% 82% 82% 84% 

Expenditure R 82 364 R 72 052 R 82 668 R 84 795 

 Compensation of employees R 13 854 R 12 892 R 14 051 R 17 732 

 Goods and services R 68 510 R 59 160 R 68 617 R 67 063 

Disbursements to institutions R 476 429 R 564 373 R 1 304 949 R 2 579 535 

Total Expenditure R 558 793 R 636 425 R 1 387 617 R 2 664 330 

Source: 2013 Estimates of National Expenditure and 2012/13 Annual Report  
 

The main expenses incurred by the NSF are disbursements to education institutions for training, institutional 

capacity building and research. Disbursements increased from R 476.4 million in 2009/10 to R2.6 billion in 

2012/13 at an average annual rate of 75.6%. The increase in disbursements reflects an improvement in the 

operational performance of the fund driven by better grant application and adjudication processes and  financial 

management and project monitoring.   

Operational expenditure is made up of monies spent on goods and services and the compensation of 

employees. Operational expenditure has increased marginally from R 82.3 million in 2009/10 to R 84.8 million 

in 2012/12. During this period, compensation of employees increased at an average annual rate of 9%, from 

R13.8 million in 2009/10 to R17.7 million in 2012/13. In 2012/13, the NSF had a total of 51 non-management 

employees and 5 management employees, at an average unit cost of R279 000 and R700 000 respectively.   

Collection costs paid to the South African Revenue Service accounted for 58.8% in 2012/13, and were the 

single largest component of goods and services expenditure (NSF, 2013, p. 71). Although, the South African 

Revenue Service is allowed to claim up to 2% of the Skills Development Levy allocated to the NSF, in practice, 

collection costs are much lower accounting for 0,0018% of the total Skills Development Levy.  

In 2012/13, personnel costs accounted for 0.7% of total expenditure. The decline in personnel costs relative to 

disbursements between 2010/11 and 2012/13 is significant. It could suggest that the NSF had excess capacity 

in 2009/10 and has since utilised these human resources more effectively.  

Table 5: Expenditure ratios 
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 2009/10 2010/11 2011/12 2012/13 

Ratio of Skills Development Levy : Total revenue 0.24 0.27 0.53 0.96 

Ratio of Skills Development Levy : Total Expenses 0.85 0.89 0.94 0.97 

Personnel Expenditure as a percentage of Total 
Expenses 

2.5% 2.0% 1.0% 0.7% 

Source: DNA Economics 

In 2009/10, total revenue exceeded expenditure by R 1.4 billion, a reflection of significant under-spending by 

the NSF. There are many reasons for the poor expenditure performance of the NSF prior to 2010/11.  

First, the National Skills Development Strategies provided limited guidance to the NSF on what it should fund. 

As a result, the fund was largely left up to its own devices in making funding decisions. Without specific guidance 

on what to fund, the application and adjudication processes were slow. As a result, significantly less 

disbursement were made to educational institutions.   

Second, the subsequent transfer of responsibility for the NSF from the Department of Labour to the DHET 

necessitated changes to the systems and processes of the NSF and the department. This changeover delayed 

the application and disbursement processes within the NSF between 2009/10 and 2010/11, reflected in the 

marginal increase in expenditure between these two years.  

Finally, education institutions faced their own capacity constraints and were often not in a position to deliver the 

projects funded by the NSF. This challenge presented itself in two ways – either the institution could not 

demonstrate its capacity to carry out training programmes during the adjudication process; or the pace of 

implementation was slower than expected. These capacity constraints amongst education institutions further 

compounded the challenges faced by the fund in spending its resources (DHET, 2011).  

Collectively, these three factors have contributed to the significant under-spending until 2010/11. 

Disbursements by the NSF started increasing from 2010/11 with the inception of the National Skills 

Development Strategy III, as illustrated in Figure 4. 
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Figure 4: Total Revenue vs. Total Expenditure 

 
Source: 2013 Estimates of National Expenditure and 2012/13 NSF Annual Reports 

The fund’s ability to disburse financial support has improved considerably since 2010/11. This was driven by 

interventions to: 

 Strengthen its planning processes; 

 Establish standard operating procedures for the application, adjudication, disbursement and project 

monitoring processes;  

 Enhance its contracting procedures; and 

 Build financial management capacity.  

Consequently, disbursements increased by 131% from R 564 million in 2010/11 to R 1.3 billion in 2011/12, and 

increased by a further 97 per cent to R 2.6 billion in 2012/13. Nonetheless, because of underspending in 

previous years, the National Skills Fund had accumulated reserves of R 7.7 billion. As part of its turnaround, 

the fund chose to deal with its accumulated reserves by the committing funding to projects over the medium 

term. By the end of 2012/13, the fund had committed R 6.1 billion of its reserves to projects approved for funding. 

Another R 5.3 billion (financed from R 1.6 billion of the fund’s remaining reserves and R 3.7 billion from future 

income) was earmarked for multi-year and recurring projects, taking the total expenditure commitment to R 11.4 

billion at the end of 2012/13.  

 Expenditure by funding priority 

The NSF classifies its expenditure by funding priority. Once a project is approved, it is assigned to the priority 

area it fits in best. This approach to classification is meant to demonstrate how the fund’s expenditure aligns 

with policy and legislative priorities. The shortcoming of this approach is that certain priority areas overlap. For 

instance, a TVET capacity building project could fall under either the National Skills Development Strategy III or 

the Director General priorities. When analysed by funding priority, 95.7% of grant expenditure was spent on two 

priority areas: (i) National Skills Development Strategy III and (ii) Director General’s priorities. A complete list of 

projects above an R 5 million threshold can be found in Appendix 5.  

Table 6: Actual grant expenditure by funding priority (2012/13) 
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NSDS III Percentage 

HRDSSA 1 

Research 1 

    

NSA Ministerial 0.7 

NSA – Constituency Capacity Building 0.6 

National Public Dialogue and Advocacy 0 

    

NSDS III GOVERNMENT PRIORITIES 61.9 

New Growth Path 16.8 

Industrial Policy Action Plan 2 

Rural Development 3.4 

Education and Health  0.5 

Justice and Crime Prevention 6.8 

Co-operatives Small Enterprises 6.1 

Public Sector Capacity (TVET Colleges) 26.4 

    

DG Priorities 33.8 

DHET Projects 3.2 

Worker Education 0.2 

Skills System Capacity Building 0.5 

Training Layoff 0.2 

Academia, Research and Development 0.0 

Bursaries (NSFAS) 29.6 

  

Skills infrastructure 2.7 

Community Education Centres 1.5 

Public Delivery Infrastructure 1.2 

Source: DNA calculations based on NSF annual report 

National Skills Development Strategy III 

The majority of this funding was directed at supporting the projects linked to the implementation of the National 

Skills Development Strategy III. Under the funding priority, the NSF disbursed funding to TVET colleges to 

finance excess demand on technical and vocational training programmes and meet the shortfall in funding from 

the Department of Higher Education and Training. Also falling under this funding priority is spending on projects 

directed at acquiring the skills needed for the implementation of the New Economic Growth Path and the 

Industrial Policy Action Plan.   

As Table 6 shows National Skills Development Strategy III projects account for 61.9% of total expenditure 

disbursed through grants. About 26.4% of grant expenditure was spent on funding technical and vocational 

programmes within TVET colleges. The most sizable training programmes funded within TVET colleges were: 

National Certificate (Technikon), National Certificate (Vocational), Skills Programmes, learnerships, internships 

and apprenticeships.  
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Another 16.8%, or R470 million, was spent on projects linked to the New Growth Path strategy. These largely 

consisted of training programmes conducted by a wide array of institutions such as the SETAs, Epilepsy South 

Africa, the South African Maritime Safety Authority, and Transnet Rail etc. Upon further analysis, it is apparent 

that most of this training expenditure was on either developing occupational trades (e.g. artisans for the rail 

programme) or on specialist skills (e.g. pilot training), although the linkage to the New Growth Path may be 

tenuous in some of the training programmes funded. For instance, the NSF funded the AgriSETA and 

Commissioner for Land Rights Restitution and it is unclear how this investment in capacity building links to the 

imperatives contained in the New Growth Path.  

Director General’s priorities 

The Director General’s priorities account for the 33.8% of all grant expenditure which is greater the threshold of 

10% set in the NSF Strategic Framework and Criteria for the Allocation. This threshold was surpassed because 

the Director General of the Department of Higher Education and Training directed the NSF to fund the shortfall 

experienced by the National Students Financial Assistance Scheme (NSFAS) in 2012/13. In addition, smaller 

amounts were made available to the National Research Foundation and Careerwise to fund scarce skills 

professions.3 As a result, 29.6% of expenditure was spent on bursaries for graduate and postgraduate 

programmes. The remainder of the expenditure in this funding priority was spent on research and targeted skills 

programmes (such as retraining retrenched workers).4 

It is worth noting that a small portion of funding (R4.6 million) was spent on NSDS II programmes (Nationall 

Skills Fund, 2013, p. 73). This was because some projects span over multiple years and had started prior to 

the introduction of the NSDS III. These NSDS II programmes are excluded from the subsequent analysis and 

the costing model, which focuses only on NSDS III.   

 Grant expenditure by type of training 

In addition to the analysis by funding category, the NSF’s expenditure can be analysed by type of training. In 

2012/13, approximately 90 per cent of the funding of the NSF was spent on training (discussed below), with the 

remainder allocated towards expenditure on institutional capacity building and research. Institutional capacity 

building includes all funding spent on expanding capacity and infrastructure within universities and TVET 

colleges to deliver more training. For instance, the NSF funded the University of Pretoria’s expansion of its 

veterinary and medical school infrastructure. The fund also supported research activities and the operations of 

advisory institutions such as the National Skills Authority and the Human Resources Development Council. 

Type of training programmes 

Of the total 2012/13 expenditure on training, 28.4% was used to finance graduate and post graduate 

programmes. This was done through an allocation to the National Student Financial Aid Scheme (NSFAS), 

which continues to experience funding shortfalls in fiscal funding. The majority of funding was earmarked for 

graduate programmes to allow school leavers to enter the university system.      

About 43.2% or R1.1 billion of training expenditure goes to technical and vocational programmes. This covers 

the expenditure of the NSF on the National Certificate (Technikon), National Certificate (Vocational), 

learnerships, apprenticeships and internships.  It is notable that a total of R1.9 billion was disbursed to technical 

and vocational training programmes (TVET Colleges) and graduate and postgraduate programmes. This stop-

                                                           
3 CareerWise is a privately owned company that specialises in the management of bursaries and scholarships on behalf of 
government and private companies.  
4 Refer to Appendix 4 
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gap funding fosters dependency by the institutions receiving the monies and it is unclear where additional 

funding will emanate from once these disbursements cease and reserves are depleted.   

About R470 million or 17.9% of the fund’s training expenditure in 2012/13, went to short skills programmes. As 

the NSF does not maintain a database on the qualifications and beneficiaries it fund, it is unclear whether these 

short skills programmes were accredited programmes, and therefore meet the quality standards set by the 

National Qualifications Framework.  Expenditure on the different training programmes funded by the NSF are 

detailed in Figure 5. 

Figure 5: Grant expenditure by type of training (2012/13)  

 
Source: DNA calculations 

 

 UNIT COSTS  

o Unit costs 

This EPR estimates the unit costs of different programmes funded by the NSF. The unit cost is calculated by 

dividing the total cost (fixed and variable cost) of the intervention by the number of learners who have 

participated in the course. This approach is used to determine the total costs of training programmes over the 

times they are delivered.5  As such, it serves as a useful benchmark of costs across different training 

programmes and institutions.    

It is worth noting that these unit costs reflect the ‘fees’ charged by education institutions to the NSF for specific 

training programmes, and cannot be extrapolated to reflect the unit cost of training programmes across the 

TVET system. As part of a follow-up exercise, it may be useful to compare the fees paid by the DHET and 

                                                           
5 These unit costs are the ‘prices’ charged by education institutions to the NSF for certain training programmes. This 
information does not reflect the actual cost of delivering training programmes within TVET Colleges. Limited information is 
available on the cost of TVET colleges, particularly in delivering common training programmes such as the National 
Certificate (Technikon) and National Certificate (Vocational).   

17,9%

9,9%

3,9%

25,7%

3,6%

28,4%

0,1%
0,0%

5,0%

10,0%

15,0%

20,0%

25,0%

30,0%



National Treasury 

Expenditure Performance Review: National Skills Fund 

27 

SETAs to identify whether any cross-subsidisation occurs between funders and the extent to which education 

institutions charge consistent fees for the same training programmes. 

In this EPR, our main reasons for calculating unit costs of training programmes are to: 

 Understand the various expenditure items that make up the cost of training programmes; 

 Determine the unit costs of different training programmes funded by the NSF; 

 Compare unit costs of similar programmes across different education institutions funded by the NSF; 

 Determine whether training programmes offer value for money by establishing the variance in unit costs 

across different training programmes; and 

In order to calculate the unit costs of training programme, this EPR collected detailed information on the total 

costs of training programmes and numbers of learners submitted by educational institutions as part of their 

grant application. As much of this information was not available electronically, the project team captured 

information from the final budgets submitted by educational institutions and approved by the NSF.  

Table 7 summarises the number of projects captured electronically for this costing model. Budget proposals 

from 40 of the 50 registered and accredited public TVET colleges in South Africa were captured and analysed.  

Appendix 2 points to the excel tables where the actual training costs for this sample of TVET colleges and other 

education institutions can be found.    

Table 7: Number of projects captured electronically 

Type of projects  Number of projects captured 

TVET funded training 40 

Other training providers* 72 

Institutional capacity and infrastructure 4 

Research projects and advisory institutions 10 

Total 126 

*Note: that the ‘other training providers include government departments, private providers, non-governmental 
organisations and industry associations. 

Source: NSF grant proposals from service providers  

The analysis reveals that TVET colleges and educational institutions claim for direct and indirect costs in their 

budget proposals. Direct costs reflect costs that can be directly attributed to the training programme, such as 

tuition costs, equipment and learner support material. Indirect costs are generally not attributable to a specific 

training programme and can be seen as common costs or overheads. These costs are often fixed in nature, 

and in the case of NSF-funded education institutions cover a wide range of expenditure for example project 

management fees, strategic management and course administration.   

The analysis shows that educational institutions claim for the following types of direct costs associated with 

training: 

 Tuition fees: This consists of the fees charged by the training institution to the NSF for different types of 

training programmes. In most cases, this fee is fixed per learner.  
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 Stipends: These are meant to cover the cost of transport and travel for learners. Stipends are generally 

given to learners during the placement period at an employer to cover the cost of transport and meals.    

 Equipment and protective gear: For technical training courses, the TVET colleges supply learners with 

equipment (for example a toolbox) and protective gear.  

 Certification and trade testing: This component covers the costs of administering trade tests to learners 

as part of their apprenticeships or learnerships 

 Learnerships administration: This covers the cost of administering learnerships, including the salary of 

the learnership officer and the expenses associated with finding workplace-based placements for learners. 

Indirect costs allow education institutions to cover part of their overhead associated with administering training 

programmes, and include: 

 Project management fees: This covers the management of the course or training programme by the 

educational institution. It includes the costs of using learner and course administration systems, as well as 

scheduling training and managing learner information. 

 Course administration: Although not a frequent line item, this component covers the costs of recruiting 

and selecting learners for training programmes. 

 Capacity building: This category covers the cost of building institutional capacity. Cost items can relate to 

the training of facilitators to deliver courses, the purchase of classroom equipment, and licensing and 

installation of generic and specialist software. 

 Miscellaneous cost items: In addition to these costs, a number of miscellaneous costs were identified 

during our analysis of budgets, ranging from “strategic management”6 to the cost of “health and safety”7. 

The analysis of budget submissions reveals that the NSF funds five main types of technical and vocational 

training programmes. These were: 

 National Certificate Technikon programmes consist of 18 months theoretical studies and a further 18 

months of simulated practical experience with a strong artisanal focus. These programmes are delivered 

in blocks by TVET colleges   

 National Certificate Vocational programmes integrate theory and simulated practical training. They are 

designed to provide learners with a broad range of knowledge and practical skills within specific disciplines 

such as business, management and engineering trades.   

 Learnerships are structured programmes that combine theoretical knowledge with practical workplace 

experience leading to a qualification registered on the National Qualifications Framework. The NSF funds 

the theoretical and simulated practical experience components of the learnership, which are delivered 

through a TVET college 

 Apprenticeships are workplace-based training programmes for the occupational trades. In general, the NSF 

fund the theoretical component of the apprenticeship, which are delivered through a TVET college.    

                                                           
6 Refer to Sekhukhune College   
7 This is may be a cost related to complying with the Occupational Health and Safety Act.  
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 Bridging courses are designed to prepare learners for entry into the technical and vocational system. They 

are designed to equip learners with basic knowledge needed to enter a qualification. Learners who do not 

immediately meet the technical or have been out of the education system for a while and may have 

forgotten the basic knowledge.   

Each of these programmes has a different purpose and entry requirement. Appendix 6 summarises the 

purpose, duration and entry requirements of these programmes.  

 Tuition fees only 

By differentiating between the types of training funded by the NSF, it is possible to estimate their unit costs. The 

analysis summarised in Table 8 reveals the following key findings: 

 There is some variation between the highest and lowest training fees paid by the NSF for National 

Certificate (Technikon) qualification. The National Certificate (Technikon) is an established qualification with 

a standardized curriculum that allows learners to choose either an engineering or business pathway. To 

obtain the National Certificate (Technikon) with an engineering orientation, learners have to pass all six 

levels (N1-N6) over a three year period.  

 On average, it costs the NSF R39 200 to fund a learner on the National Certificate (Technikon) on the 

engineering studies stream. However, for the business and utility studies stream, which focuses on 

business and financial management, learners need to complete 3 levels from N4 to N6 to qualify for a 

National Certificate (Technikon). The NSF, on average, pays R24 800 to fund a learner on the business 

and utility studies stream of the National Certificate (Technikon).  

 The National Certificate (Vocational) was introduced more recently to cater for those learners who were 

unable or unwilling to complete a full academic programme under the National Senior Certificate 

(commonly known as ‘matric’). The National Certificate (Vocational) vocational subjects can be divided into 

two streams. The first stream has a technical focus and covers the civil engineering, building construction, 

electrical infrastructure, engineering and related design disciplines. The second stream prepares learners 

to enter a business environment and covers finance, economics and accounting and office administration.  

 The unit costs for the National Certificate (Vocational) vary significantly between TVET colleges. In 

particular, this analysis found that the average cost for the business stream under the National Certificate 

(Vocational) was higher the business and utility studies under the National Certificate (Technikon). 

However, the average cost of the technical stream under the National Certificate (Vocational) was 

marginally lower than the National Certificate (Technikon). Despite its lower unit costs, there are concerns 

about the quality of the technical stream of the National Certificate (Vocational) and its ability to contribute 

to production of artisans and the general development of occupational trades.  

 The variance in the unit costs of the National Certificate (Vocational) is surprising, especially because the 

DHET has issued funding norms. These norms are meant TVET colleges more certainty around what they 

can expect from the fiscus for their National Certificate (Vocational) programmes. Although the NSF uses 

these norms as a guideline during the adjudication process, the significant variances suggest that the cost 

of these training programmes differ by the funder and warrant further interrogation by the fund.   

Table 8: Unit costs of types of training programme offered by TVET colleges (2012/13) 

Tuition fee only  Minimum Median Maximum 

National Certificate (Vocational) Business 14 076 25 772 35 941 
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National Certificate (Vocational) Technical 19 693 33 098 38 913 

National Certificate (Technikon) (N1-N3) 8 301 14 400 15 708 

National Certificate (Technikon) (N4-N6) 15 228 24 800 27 055 

Learnerships 10 000 28 682 45 000 

Internships 15 000 36 000 84 000 

Apprenticeships 31 678 58 425 104 915 

Bridging course 6 000 17 333 40 000 

Skills Programmes 6 930 14 574 27 750 

University degree (Bursary funding) 108 000  157 500  207 000  

Source: DNA Economics calculations 

The NSF also funds occupational-directed programmes such as learnerships, apprenticeships and internships. 

The unit costs for learnerships, internships and apprenticeships vary considerably. This is because the type of 

occupational trade chosen drives the cost of learnerships and apprenticeships, where specialised training 

programmes are more costly. The cost of training a diamond cutter, as described in Box 3, provides an example 

of how costly it can be to develop certain specialist skills. 

Box 3: The cost of training a diamond cutter 

South Africa’s beneficiation strategy calls for the development of scarce skills in commodity industries. The diamond industry 

plays a critical role in this strategy, and significant value can be added to exports if the cutting and polishing of precious 

stones is done within the country. In 2012/13, the NSF funded a nine-month learnership at the Harry Oppenheimer Diamond 

School. The learnership included payment for training, accommodation, meals, transport and stipends. The unit cost of 

training a novice diamond cutter over the nine-month period amounted to R80 236. This is almost three times more 

expensive than the median cost of a learnership. 

Short skills programmes are short courses that focus on specific skills and competences. Although these skills 

courses cost less in absolute terms than any other training, they are shorter in duration and often do not allow 

for further progression in the National Qualifications Framework (NQF).  

The NSF also funds bursaries through an allocation to the NSFAS. This programme was initiated by the 

Director-General to fund the shortfall in NSFAS funding. Bursaries are given to learners and are conditional 

upon them meeting certain requirements, such as passing their modules. The total cost of a graduate degree 

funded by the NSF over a three-year period ranges from R108 000 to R207 000 at current prices. The bulk of 

funding allocated to the National Students Financial Aid Scheme was used to finance graduate degrees. 

Degree are full-time training programmes and as such cost significantly more over a three year period than the 

block-based technical and vocational programmes.    

 Tuition and related costs 

In most cases, the NSF does not only fund tuition fees, but also other direct costs such learner equipment and 

indirect costs such as project management fees. The total unit cost of training depends on what non tuition 

costs the NSF is willing to fund.  

For the purposes of this EPR, it is useful to determine whether these related costs can have a significant 

influence on the unit cost of training programmes. To do this, the analysis apportions the direct and indirect 

costs to the basic tuition fee per training programme. For example, TVET colleges offering National Certificate 

(Technikon) courses will usually apply to the NSF for funding and request additional monies for equipment and 

protective gear, stipends and project management. Similarly, learnerships carry an administration component, 

which covers the cost of liaising with SETAs, finding employers to participate in the programme, and placing 

learners. 
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In Table 9, we apportion the different types of direct and indirect costs to the right training programmes. The 

analysis shows that the unit cost of training can increase significantly when additional cost items are funded by 

the NSF. For instance, adding the cost of learner equipment and protective gear, trade testing and certification, 

project management and stipends to the National Certificate (Technikon), increases the total unit costs of the 

training programme on average by 24%. 

Table 9: Influence of non-tuition costs on unit cost of training  (2012/13) 

Description of programme 
% increase in unit costs 

Minimum Median Maximum 

National Certificate (Vocational) Business1 - - - 

National Certificate (Vocational) Technical 12 17 38 

National Certificate (Technikon) (N1-N3) 13 24 43 

National Certificate (Technikon) (N4-N6) 13 24 43 

Learnerships 11 21 33 

Internships 17 22 30 

Apprenticeships 5 11 22 

Bridging courses2 - - - 

Skills programmes 2 6 10 

University degrees (Bursary funding)3 - - - 

Source: DNA Economics calculations 
Note 1:  There was no information on the indirect costs associated with the NCV (Business) programme 
Note 2: Bridging programmes are short programmes that allow a learner who does not meet the entry requirements for the National 
Certificate (Vocational) to gain the necessary credits for enrolment.  
Note 3: The NSF pays a fee to the National Students Financial Assistance Scheme for the administration of bursaries and no 
information was available on the quantum and basis for this fee.  

As these indirect costs cannot be attributed directly to training programmes, it is possible that the NSF cross-

subsidises training programmes funded by other organizations. For example, an TVET college may use the 

same design software for a NATED training programme funded by both the NSF and DHET. The cross-

subsidisation in itself is not unexpected, and not necessarily negative, as long as TVET colleges do not receive 

payments to cover the same indirect costs from other funders. Subsequently, the NSF needs to implement 

controls to ensure cross-subsidisation does not occur, or if it does, that all parties are made aware of and agree 

to it. 

To summarise, indirect costs have a material impact on the total unit cost of training, and it is important that they 

are controlled by the NSF through guidelines and clear expenditure thresholds. 

 COSTING MODEL 

o Components of the model 

The unit costs are an integral component of the costing model. Once the unit costs of the training programmes 

are known, the costing model estimates the total cost of funding a targeted number of learners and/or the total 

number of learners that can be supported. This costing has been calibrated in two ways.  

 First, the model is structured to estimate the total cost of training a targeted number of learners across 

different types of training programmes. 
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 Second, the model can be structured to estimate the number of students that can be trained under different 

training programme choices.  

Each calibration allows for different scenarios to be tested as illustrated in the diagram below.  

Figure 6: Costing model calibration 

 

o Assumptions 

The unit costs reflect the lifecycle costs of training programmes. This model uses a life cycle approach to 

estimating training costs. This means that it estimates the cost of training over the entire duration of the training 

programme (life cycle cost). Lifecycle costs are particularly relevant for expenditure that transcends one or more 

years.     

The model also breaks down the lifecycle costs on a cash flow basis to project annual expenditure. It assumes 

that the Skills Development Levy continues to grow in line with historical growth rates and that the NSF is not 

expected to go into deficit over the medium term.  

A detailed description of the costing model and its assumptions can be found in Appendix 7.  

Before delving into the calibration of the model, it is important to note that this model estimates enrolments and 

expenditure and does not take into account throughput rates – that is, the number of enrolled learners 

successfully completing a training programme. Information on throughput rates was not collected and available 

at the time of this analysis. However, this report suggests that the NSF considers collecting pass rate information 

as this is needed to estimate the cost effectiveness of training.  

o Calibration 1: Total cost estimates based on learner numbers 

The costing model can be set to estimate the total cost of training a given number of learners. We develop three 

scenarios: 
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1. Baseline scenario: using the current number of learners (approximately 95 000) trained by the NSF in 

2012/13. 

2. Moderate scenario: using a target of 100 000 for the number of learners. 

3. Fast-track: using the target of 120 000 set by the NSF. 

 Baseline scenario 

The NSF spent R 2.3 billion on training in 2012/13. Of its training expenditure only, about 32% on bursary 

funding, followed by about 29% per cent on National Certificate (Technical) and around 20% on short skills 

programmes. The remainder of the training expenditure was spilt amongst the other types of training funded.   

Figure 7 shows the calibration for this baseline scenario. The target number of learners is set at 95 000 and the 

number of learners distributed across programmes in line with the current disbursement mix.   

Figure 7: Calibration for baseline scenario 

 

Source: DNA Economics calculations 

The calibration returns the total cost of funding the targeted number of students based on whether the NSF 

chooses to finance the tuition fee only or the tuition fee and other related expenses for all the different types of 

programmes funded. In addition, the costing model assesses the total cost of training that is funded by the NSF 

under three alternative ‘optimisation’ approaches. That is, whether the NSF chooses to: 

 Minimize its training costs by negotiating with TVET colleges for the lowest possible fee; or 

 Use the median costs as a reflection of its current fees; or 

 Move towards funding specialist training programmes, which generally cost more. 

Step 1: Decide on the number of learners to be funded

95 000                                       

Step 2: Decide on which programmes should be funded

Percentage of learners Number of learners

NCV Business 0% 0

NCV Technical 4% 3800

NATED (N1-N3) 15% 14250

NATED (N4-N6) 14% 13300

Learnerships 11% 10450

Internships 0% 0

Apprenticeships 4% 3800

Skills Programmes 20% 19000

Degree (Bursary funding) 32% 30400

Sum total 100% 95000

Number of learners to be funded through NSF

NSF Costing Model

Calibration using Learner Numbers
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Table 10 estimates the total cost of training 95 000 new learners under the baseline scenario. Using the median 

unit costs, the model projects that it will cost the NSF approximately R 6.5 billion to pay for the tuition fee of 

95 000 new learners between 2014/15 and 2016/17 based on its current funding mix. The high cost of training 

is driven by the fund’s current practice of ‘stop gapping’ the shortfall in the National Students Financial Aid 

Scheme, where a significant proportion of its funding goes towards bursaries. As bursaries are generally a three 

year expenditure commitment, they have higher unit costs relative to other block based training programmes 

over their lifecycle.  

The total cost of training increases marginally when related direct and indirect costs are added to the tuition fee 

from R6.5 billion to R6.8 billion. The model also shows that the influence of funding specialist programmes 

where the unit costs are relatively higher. If the NSF chooses to fund specialised courses, related direct and 

indirect costs will have a progressively larger impact on the total cost of training. For specialised training courses, 

the fund will have to fork out an additional R 581.8 million for related direct and indirect costs. This suggests 

that there are clear trade-offs between funding specialist training programmes and increasing the total number 

of learners funded. More importantly, it points to the need for the NSF to monitor the unit costs of its training 

programmes carefully.  

Table 10: Baseline total cost estimates 

Baseline scenario Tuition fees only Tuition fees and related costs % increase 

Minimum unit cost 4 257 119 510  4 324 232 847  1,6% 

Median unit costs 6 576 206 350  6 824 645 668  3,8% 

Maximum unit costs 8 868 064 023  9 449 847 688  6,6% 

Source: DNA Economics calculation 

Using median unit costs under the baseline scenario, the model projects tuition fee expenditure of R 2.8 billion 

in 2014/15, R 1.9 billion in 2015/16 and R 1.8 billion in 2016/17 to achieve the target of 95 000 learners. As 

Figure 8 shows the majority of training expenditure in the outer years of the 2014/15 Medium Term Expenditure 

Framework is earmarked for university degrees. Comprehensive estimates can be found in Appendix 8.  

Figure 8: Tuition fees only 

 
Source: DNA Economics 

During our deliberations with the NSF, it was indicated that the funding of TVET colleges was a once-off 

allocation for a three-year period. While we acknowledge this particular input, it is not unreasonable to suggest 

that on the basis of this additional funding, the TVET colleges have built capacity to enrol and train a higher 
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number of learners. Reducing this grant to TVET colleges may lower the utilisation of capacity in the technical 

and vocational system. Moreover, questions can be raised around where the additional funding will come from 

once the NSF stops funding the TVET colleges.   

 Moderate and fast-track scenario 

Table 11 summarises the cost of training under two additional scenarios. These include: 

  A moderate increase in the number of learners to 100 000 

 A fast-track increase in the number of learners to 120 000 

The NSF has set of 120 000 learners for 2014/15. Using this target, the model estimates that it will cost R 8.3 

billion in total based on its current disbursement mix. Of this R 8.3 billion, the allocation towards technical and 

vocational programmes (funding for TVET colleges) is projected at R 823.3 million in total. The cost of graduate 

and postgraduate training programmes (funding for NSFAS) is estimated at R 6.4 billion (or approximately R2.1 

billion per year).  

The model highlights three critical issues for the NSF. There is a clear trade-off between funding vocational and 

technical training and the university system. Finding the right balance between these two components of the 

post school education and training system calls for the NSF to assess the overall effectiveness of its 

disbursement mix. In doing so, the NSF needs to take into account: 

 The pass rates of each of these training programmes 

 The planned versus actual duration of training programmes8 

In its role as a catalytic fund, the NSF could also consider including specialised programmes that build scarce 

skills or develop capabilities in industry-relevant disciplines in its funding mix. The costs associated with 

specialised training programmes are generally higher than regular training programmes (refer to Box 3) 

Spending more on specialist programmes is likely to reduce the overall number of learners that can be funded.  

Short skills programmes account for about 4% of training expenditure in the fast-track scenario. This 

expenditure is not insignificant, particularly, as expenditure on short skills programmes is almost equal to the 

amount spent on learnerships. Therefore, in deciding to fund short skills programmes, the NSF could consider  

whether the benefits of this type of training outweigh the costs, and whether the monies could possibly be 

utilised more effectively elsewhere.   

                                                           
8 Research by the DHET demonstrates that it takes a learner on average 7 years to exit the TVET system.  
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Table 11: Total cost of training between 2014/15 and 2016/17 (Tuition fees only) 

Scenarios Baseline Moderate Fast-track 

Number of learners 90 000 100 000 120 000 

Unit costs Median Median Median 

NCV Business 48 967 513 51 544 750 61 853 700 

NCV Technical 
62 886 200 

66 196 000 79 435 200 

NATED (N1-N3) 
198 360 000 

208 800 000 250 560 000 

NATED (N4-N6) 341 620 000 359 600 000 431 520 000 

Learnerships 304 721 262 320 759 223 348 911 068 

Internships - - - 

Apprenticeships 227 565 375 239 542 000 287 451 000 

Bridging courses1 
- - - 

Skills Programmes 276 906 000 291 480 000 349 776 000 

University degree (Bursary funding) 5 115 180 000 5 384 400 000 6 461 280 000 

Sum Total 6 576 206 350 6 922 322 472 8 306 786 968 

Source: DNA Economics calculations  
Note 1: There was not enough information on bridging courses in the budget programmes to determine their 
share of the NSF’s funding mix 

o Calibration 2 - total cost estimates based on choice of funding mix 

The model can also be calibrated to determine the number of learners that can be trained, based on current 

SDL projections, by varying the funding mix and the types of costs funded by the NSF. There are four steps to 

setting up this model, and the user can decide on the: 

 Allocation of funding towards different types of training, research and capacity building by the NSF over the 

medium term. 

 A mix of training programmes to be funded over the medium term. 

 Apportionment of costs between the NSF paying for tuition only or tuition and related fees. 

 Cost parameters associated with training – that is, whether the minimum, median or maximum unit costs 

will be used for different training programmes. 

The model is calibrated to deal with three scenarios constructed to reflect the plausible funding mixes for the 

NSF:  

 “Even Spread” scenario: In this scenario, funding is spread evenly between vocational and technical 

training and the university system. The scenario assumes that the NSF will fund all tuition and related costs 

for the technical and vocational programmes, while it will only pay for direct tuition costs for the rest of the 

programmes.  

 “NEET Focused” scenario: Funding is allocated mainly towards technical and vocational training 

programmes. The fund chooses to finance all tuition and related costs for these programmes. Under this 

scenario, the NSF no longer funds the shortfall in fiscal funding within the university system. Instead, it 

funds bridging courses to allow learners to enter the post school education and training system.  
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 “NFSAS stop-gapping” scenario: Funding focuses on graduate and post graduate programmes. The 

fund minimises expenditure on technical and vocational training as well as on short courses.  

 “Even spread” scenario  

About 40% of funding is allocated towards graduate and postgraduate training programmes and another 40% 

divided between the National Certificate (Technikon) and the National Certificate (Vocational) programmes.  

Figure 9 demonstrates the calibration for the “even spread” scenario, where funding is split evenly between the 

TVET colleges and the university system. About 40% of funding is allocated towards bursaries and another 

40% divided between the National Certificate (Technikon) and the National Certificate (Vocational) 

programmes.  
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Figure 9: Scenario 1 - even spread   

 

The costing model yields some interesting results. It establishes that within its 2014/15 Medium Term 

Expenditure Framework, the fund could support up to 264 874 new enrolments. During the first year, the NSF 

will be able to fund 115 514 new enrolments. New enrolments thereafter decline to 70 949 learners in 2014/15, 

2014/15 2015/16 2016/17

Available budget (Total available for disbursement) R 3 121 237 350 R 3 433 361 085 R 3 776 697 194

Training programmes 90% 90% 90%

Institutional infrastructure and capacity building 5% 5% 5%

Research and advisory functions 5% 5% 5%

Select allocation for each programme

NCV Business 5%

NCV Technical 5%

NATED: N1-N3 10%

NATED: N4-N6 20%

Learnerships 10%

Internships 0%

Apprenticeships 10%

Bridging course 0%

Skills Programmes 0%

Degree 40%

Sum total 100%

Select for each programme

NCV Business Tuition Fee only

NCV Technical Tuition Fee and Indirect Costs

NATED: N1-N3 Tuition Fee and Indirect Costs

NATED: N4-N6 Tuition Fee and Indirect Costs

Learnerships Tuition Fee and Indirect Costs

Internships Tuition Fee only

Apprenticeships Tuition Fee and Indirect Costs

Bridging course Tuition Fee only

Skills Programmes Tuition Fee only

Degree Tuition Fee only

Select cost assumption for each programme

NCV Business Minimum

NCV Technical Median

NATED: N1-N3 Median

NATED: N4-N6 Median

Learnerships Minimum

Internships Median

Apprenticeships Median

Bridging course Median

Skills Programmes Minimum

Degree Median

Step 4: Decide on the cost parameters for the training

What assumptions should be used for the training costs?

What will the NSF pay for?

Step 3: Decide on apportionment of costs

How does the NSF want to spilt its funding?

What types of training interventions does the NSF want to fund?

NSF Costing Model

Calibration for NSF Purposes

Step 1: Decide on the allocation of funding towards different types of activities funded by the NSF

Step 2: Decide on the mix of training programmes
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as less funding is available for new learners because funding is taken up by multi-year training programmes 

(for example the National Certificate (Technikon) and University Degrees). In the third and final year of the 

2014/15 Medium Term Expenditure Framework, the number of new enrolments begins to rise again to 78 411, 

as the National Certificate (Vocational) and National Certificate (Technikon) programmes are completed and 

reduces the NSF’s commitments. The number of new enrolments per year is depicted in Figure 10. 

Figure 10: Number of new enrolments in scenario 1 

 

 “NEET focused” scenario 

Internationally, agencies similar to the National Skills Fund focus their funding on specific programmes and 

priorities.9 In other words, these agencies have a narrow funding scope and mandate and tend to support 

vocational programmes. Our brief international review shows that most funding agencies concentrate their 

efforts on enabling potential learners to enter the vocational system through their Initial Vocational Education 

and Training (IVET) programmes and to build their vocational skills through their Continuing Vocational 

Education and Training (CVET).  

Based on these findings from the international review, the “NEET focused” scenario has been calibrated to 

allocate the majority of funding towards technical and vocational programmes. As Figure 11 shows all funding 

for the university system has been removed and the remainder is spilt between bridging courses, the National 

Certificate (Vocational), National Certificate (Technikon), and structured workplace based programmes. The 

allocation for the National Certificate (Technikon) is equally distributed between levels N1-N3 and N4-N6, as 

the model assumes that most learners would be enrolled in the engineering studies stream up to a diploma-

level qualification (N6). The majority of the funding is allocated to the National Certificate (Technikon), with a 

marginal allocation made to the National Certificate (Vocational), because of the current uncertainty around the 

quality of the qualification.  

Figure 11: Scenario 2 – allocation towards technical and vocational funding 

                                                           
9 The operations and workings of the Skills Funding Agency (UK), Skills Tasmania, Swedish National Agency for Higher 
Vocational Education . 
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By narrowing its scope and concentrating its efforts on supporting the technical and vocational education 

system, the NSF could almost double the number of enrolments from 264 874 in the ‘even spread scenario’ to 

505 259. This increase occurs because funds are redirected away from graduate and postgraduate training 

programmes towards technical and vocational training. The model also minimizes the costs of short skills 

programmes and business and managerial qualifications to ensure that funding is used for the more technical 

aspects of vocational training.  

Under the “NEET focused” scenario, the model shows that the NSF can support 179 018 new enrolments in 

2014/15, 159 899 in 2015/15 and 166 342 in 2016/17. The number of new learners enrolled in the National 

Certificate (Technikon) remains relatively constant in each of the three years. The model also caters for the 

enrolment of 50 163 new learners into bridging courses. This would either allow these learners to gain entry 

into either the National Certificate (Technikon), or the National Certificate (Vocational) or enable them to register 

onto an apprenticeship. Bridging courses are especially useful for the 3.2 million young persons Not in 

Employment, Education or Training (NEET) group of the population, who may have left school before 

completing their ‘matric’ and are now part of the contingent of discouraged work seekers.  

Figure 12: Number of new enrolments in scenario 2 

 

 “NFSAS stop-gapping” scenario  

The last and final scenario examines the consequences of the NSF’s funding of the National Students Financial 

Aid Scheme shortfall. In this scenario, as Figure 13 shows, 60% of funding is allocated towards funding 

graduate and postgraduate training programmes. If the NSF’s funding allocated to the National Students 

Select allocation for each programme

NCV Business 5%

NCV Technical 5%

NATED: N1-N3 25%

NATED: N4-N6 25%

Learnerships 10%

Internships 0%

Apprenticeships 10%

Bridging course 10%

Skills Programmes 10%

Degree 0%

Sum total 100%

What types of training interventions does the NSF want to fund?

Step 2: Decide on the mix of training programmes
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Financial Aid Scheme doubles over the medium term to 60% of total training expenditure, the model projects 

that the NSF could fund 260 173 new enrolments within its 2014/15 Medium Term Expenditure Framework. 

Scenario 3 yields the lowest number of enrolments of any of the programme mixes modelled so far. The number 

of learners under Scenario 3 is marginally lower than under Scenario 1.   

Figure 13: Scenario 3 – allocation towards university degree funding 

 

It is worth highlighting that the funding of graduate and post graduate funding limits the amount of resources 

available for new enrolments in the outer years of the Medium Term Expenditure Framework. As Figure 14 

illustrates, new enrolments fall sharply in 2015/16 and continue this trend in 2016/17.   

Figure 14: Number of new enrolments in Scenario 3 

 

To summarise, the costing models reveals some interesting insights about the behaviour of unit costs. First, 

shows that the choice of training programmes to fund impacts heavily on the total number of learners that can 

be supported. Therefore, the costing model implies that as the proportion of funding allocated for graduate and 

post graduate training programmes increases, the number of new enrolments will decline. Second, the costing 

model shows that “NSFAS stop-gapping” Scenario, where 60% of the funding goes towards graduate and post 

graduate training yields the lowest number of enrolments, followed by the “Even Spread” scenario, which 

allocates the funding relatively evenly across vocational and the university systems.  

Finally, the “NEEF-focused”, which allocates most of the funding towards bridging and technical and vocational 

training programmes yields the highest number of new enrolments that can be trained within the 2014/15 
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Medium Term Expenditure Framework. This suggests that the NSF could consider playing a greater role in 

funding technical and vocational training for the unemployed youth.  

 OBSERVATIONS AND CONCLUDING REMARKS 

The NSF draws its mandate primarily from the Skills Development Act (1998) and the National Skills 

Development Strategy. Since the fund’s inception in 2001, there have been three National Skills Development 

Strategies, and each of these have emphasised different funding areas for the NSF. Consequently, the 

expenditure focus of the fund has shifted from funding mostly social development initiatives under the National 

Skills Development Strategy I to expanding access to vocational and technical training in line with the National 

Skills Development Strategy III. Each of these strategies has provided broad guidance to the National Skills 

Fund on what it should fund. In addition, for a large part of its existence, the fund was plagued by weak financial 

management and inadequate capacity which contributed to its lacklustre financial and operational performance 

over its first decade of existence.10   

However over the past three years, the NSF has made good progress in improving its financial and operational 

performance. In 2012/13, the fund disbursed R 2.6 billion in financial assistance towards training, research 

activities and capacity building, up from R 564 million in 2010/11. The five-fold increase in expenditure between 

2010/11 and 2012/13 reflects an improvement in the grant application and adjudication processes, financial 

management and project monitoring. 

That said, by 2012/13, the NSF had accumulated reserves of R 7.7 billion because of significant underspending 

in previous years. Almost of these reserves have been committed to projects approved for funding and/or 

earmarked for multi-year and recurring projects.   

What does the NSF spend on? 

In general, the NSF disburses monies for three main types of activities: training, institutional support and 

capacity building as well as research and advisory services. About 89.5% of its funds, or about R 2.3 billion in 

2012/13, was spent on training. Of this, approximately 28.4% of training expenditure was used to fund graduate 

and postgraduate training programmes in 2012/13. About 43.2%, or roughly R1.1 billion, of training expenditure 

is spent on technical and vocational programmes and 17.9% on skills programmes. 

Much of the expenditure (R1.9 billion) allocated towards TVET colleges and NSFAS is used to meet shortfalls 

in funding. This practice of ‘stop-gapping’ the NSFAS and TVET college system creates an expectation that the 

National Skills Fund will always intervene in the event of a shortfall.   

Our discussions with the NSF highlight that this was a temporary measure to address particular shortfalls. 

However, if this situation continues, it raises questions around the governance of the post-school funding 

system, specifically: 

 Whether multiple funding agencies (NSFAS, DHET, NSF and SETAs) are needed in the system; 

 Whether there are opportunities to streamline and consolidate the roles and functions of funding agencies; 

and 

                                                           
10 National Assembly (2006) Order Paper, 
http://www.parliament.gov.za/live/commonrepository/Processed/20140411/52979_1.pdf  

http://www.parliament.gov.za/live/commonrepository/Processed/20140411/52979_1.pdf


National Treasury 

Expenditure Performance Review: National Skills Fund 

43 

 Whether different funding agencies should fund similar training programmes. 

The analysis also found that where two or more agencies fund similar programmes, it is unclear what 

programmes are being supported by different funders and the extent of duplication and/or cross subsidisation. 

These funding overlaps between the DHET, NSF and SETA warrant further investigation. In the meantime, this 

review the NSF could consider asking education institutions to ring-fence their funding from that of other funders 

in the post school education and training system. 

 How does the NSF disburse funding? 

The NSF has improved this processes relating to the call for proposals and adjudication of grant applications. 

Between 2010/11 and 2012/13, the volumes of applications received and approved have risen rapidly, and the 

organisation has coped with these changes effectively.  

However, the fund has performed less well in capturing, storing and maintaining the records of beneficiaries of 

its training programmes. Where records do exist, they are inconsistent or lack detailed information. This 

effectively means that the fund has little information on the beneficiaries it has funded over the past decade. 

More recently, in 2012/13, the fund initiated a beneficiary verification process and has made progress in 

confirming the number of learners benefiting from financial assistance in that financial year. 

Another area in which fund has been less successful is in capturing, comparing and benchmarking the cost of 

its programmes. The fund spent roughly R 2.6 billion on training expenditure in 2012/13 and the analysis shows 

significant variation in the unit costs of the National Certificate (Vocational) and skills programmes.  The large 

variances may suggest that the cost of these programmes differ by the education institutions.  Consequently, 

this review suggests that the NSF considers benchmarking the costs of its training programmes to determine 

whether they offer value for money.  

Indirect costs can increase the unit cost of training by up to 24 per cent. Indirect costs include controllable 

elements of training programmes, such as project management fees and the rather wide-ranging ‘capacity 

building’ cost component. Education institutions claimed a number of indirect costs from the NSF, some of 

which were not related to the delivery of training programmes (e.g. strategic management). In order to account 

for costs better, this review suggests that the NSF consider developing and issuing guidelines and principles 

that will govern the indirect costs claimed by education institutions.   

The fund has started the process of establishing systems and processes to improve its operational 

performance. However, there are areas where additional improvements might streamline and enhance the 

operations of the NSF. This review suggests that the NSF consider: 

 Improving on the standard application template that institutions are required to complete. These could 

include but are not limited to standardising some aspects of it like costing, types of training funded, duration 

etc. This small step would increase the comparability of applications and enhance transparency in the 

adjudication process. 

 Moving away from a paper based to an electronic application system, where education institutions can 

submit their grant applications online or in an electronic format.  

 Developing an electronic grant application system that allows applicants to complete and submit their 

information and documentation online. As an interim measure, applicants could be required to provide 

electronic copies of their applications on CD or via email. 
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 Including a cost benchmarking exercise in the technical evaluation process that would allow the Grant 

Adjudication Committee to rank applications according to their cost effectiveness.   

 Developing a beneficiary management system, to record and store minimum information on learners. This 

could include their personal details, chosen field of study, the modules taken, timescale for completion and 

academic results. 

By 2011/12, the fund had committed a significant proportion of its reserves to projects. In the current situation 

where revenue just covers expenditure, the cost-effectiveness and value for money of training interventions 

becomes crucially important. For this reason, this EPR suggests that the NSF considers: 

 Entering into an Information Sharing Protocol (ISP) with the Department of Education and Training, to 

govern the type of information shared and the frequency of information sharing activities. This information 

could be used to identify training programmes and qualifications that the fund could focus its support on.  

 Building relationships with trade associations and industry role-players to understand changes in the 

demand for skills in the technical and vocational sector (specifically in relation to occupational trades).  

 Identifying as part of its five year strategic plan, new training programmes or improvements to existing 

programmes that it could fund.  

 Utilising cost effectiveness ratios to analyse the value for money offered by different institutions across 

training programmes.   

Costing model and expenditure projections 

A costing model was developed to estimate the costs associated with training a target number of enrolments 

based on the current training programme mix. The model projects a total cost of R 8.3 billion to train 120 000 

enrolments, based on the NSF’s current disbursement mix between 2014/15 and 2016/17. Of this R 8.3 billion, 

funding of technical and vocational programmes is estimated at R 832.3 million, with graduate and postgraduate 

funding costing a further R 6.4 billion (or R 2.1 billion per year). When broken down on an annual basis, the 

model estimates a cost of R 3.6 billion in 2014/15, R 2.4 billion in 2015/16 and R 2.2 billion in 2016/17.  

It is also possible to estimate the number of enrolments that the NSF could possibly fund based on the 

projections set out in its 2014/15 Medium Term Expenditure Framework. The model shows that the NSF can 

support up to 505 259 new enrolments, if it focuses its funding on technical and vocational programmes to meet 

the needs of persons not in Employment, Education and Training (NEETs). However, if the NSF continues to 

fund the shortfall in financial assistance, and doubles its allocation to the National Student Financial Aid 

Scheme, it would fund fewer new enrolments (260 173) over the medium term.   

The National Skills Fund has become an integral component of the post-school education and training system. 

The White Paper School Education and Training into 2014 re-affirms the role of the NSF and places an 

enormous responsibility on it to act as a catalytic fund in the post school education and training sector.  

With most of its accumulated reserves committed to training programmes over the medium term, the National 

Skills Fund has reached a point where there are unlikely to be any significant increases in the Skills 

Development Levy over the medium term. This means that the National Skills Fund will need to be more 

selective in the type of programmes that it supports going forward, and will also need to play a more active role 

in assessing and reviewing the programmes that it already supports. This will require much greater attention to 

its application, adjudication and monitoring functions.   
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APPENDIX 1: METHODOLOGY 

The EPR was conducted in four distinctive stages. Stage one, or the inception stage provides an opportunity 

for the consultants to engage with all stakeholders, clarify expectations and the methodology, and collect all 

available information.  

Stage 2 involves identifying the programme elements. Programme elements are often dictated by the context 

of the government intervention and its operational structure. In identifying the NSF’s programme elements, the 

project team reviewed the policy and legislative landscape as well as information on the operations of the NSF. 

Most of the information used in Stage 2 was sourced from the NSF, publicly available documents such as the 

annual reports and strategic plans of the NSF as well other relevant government documents such as the 

National Skills Development Strategy (NSDS) and the Human Resource Development Strategy of South Africa 

(HRDSSA).  

The fund’s core mandate is to disburse monies in accordance with policy priorities contained in the National 

Skills Development Strategy. Funding agencies are generally process-driven organisations whose main 

functions include calling for grant applications, adjudicating applications, contracting, project monitoring, 

disbursement management and project closure. The NSF is no different and the organisation has adopted clear 

processes that drive its daily operations. 

Box 4 Definition of a programme element 

In the context of the NSF, a programme element is a critical business process within one of the main functions 

performed by the fund in pursuit of its mandate. It is a high level consolidation of activities managed from an 

organisation-wide perspective. 

Programme elements help us to understand what the NSF does. However, this analysis provides limited 

information on the causal relationship between the NSF’s main processes and its outputs. The logical 

framework maps the causal relationship between activities, outputs and outcomes. As a funding agency, this 

type of analysis is especially important in establishing the links and contribution of the NSF to the overarching 

policy outcomes in the post schooling sector.  

The analysis of the NSF’s programme elements reveals the interdependences between the work of the fund 

and that of the Department of Higher Education and Training (DHET) and National Skills Authority (NSA). To 

capture the nuances of these interdependencies, a multi-agency logical framework was developed in Stage 3. 

This multi-agency logical framework covers the work of the NSF, DHET, NSA and South African Revenue 

Service (SARS) [as the collector of the SDL] and can be found in Attachment Table A.1. 

The logical framework was agreed upon on the 27 November 2013 by the Project Steering Committee, which 

comprises of representatives of the National Treasury, National Skills Fund, and the Project Shop (Contract 

Manager).  

Stage 4 is perhaps the most complex stage of an EPR. It involves an analysis of expenditure trends and the 

construction of a costing model. Unlike departmental programmes, detailed NSF expenditure was not available 

on BAS. Prior to its listing at a public entity in 2013, the NSF was a ring-fenced programme within the DHET’s 

budget, but did record detailed expenditure by grant project onto BAS. Instead, this expenditure was tracked 

through commitment and project disbursement schedules.   

Information required to calculate the unit costs of different training programmes could only be found in the 

proposals submitted by training providers to the NSF. The majority of these proposals were filed and archived 
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in hardcopy. The project team therefore opted to manually transcribe the data onto Excel. Projects were 

identified from the 2012/13 commitment schedules provided by the NSF. Although this approach was the only 

viable method of sourcing actual cost information, it become apparent that: 

 The content of grant proposals was not consistent across training providers. For example, while some 

training providers reported on the number of learners, others used the number of modules offered.  

 The duration of the courses was not always reported. It was particularly difficult to determine whether 

NATED courses were offered sequentially or not. Therefore, the Full Time Equivalent (FTE) could not 

be estimated from the data received. Instead, this particular EPR focuses on the unit cost of each 

training programme.   

 The discipline associated with the qualification was not clear. This meant that the project team had to 

research the discipline or qualification. By way of an example, we were given a unit standard or 

qualification number, that required a SAQA search for the name. With this information, we were able 

allocate the qualification to the correct category of training programme.  

 Where information was provided in PDF format, they were sometimes rendered ineligible due to 

scanning. 

Despite these challenges the project team was able to capture 126 projects. Of this, proposals submitted by 40 

of the 50 TVET colleges were captured and analysed.    

 Table 12: Number of projects captured electronically 

Type of projects  Number of projects captured 

TVET funded training 40 

Other training providers 72 

Institutional capacity and infrastructure 4 

Research projects and advisory institutions 10 

Total 126 

Source: NSF grant proposals from service providers  

The costing model estimates the unit cost of different training programmes funded by the NSF. Additionally, it 

can be calibrated to: 

1. Calculate the total cost of training a given number of enrolments across nine types of programmes 

funded by the NSF or alternatively; 

2. Estimate the cost of training based on different policy choices regarding training 
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APPENDIX 2: LIST OF EXCEL FILES 

 

Name of Attachment  Elements captured 

D1: TVET Colleges List of TVET colleges that received funding from the NSF for training 

D2: Other training providers 
List of  training providers ( besides TVET colleges) that received funding 

from the NSF for training 

D3:  Institutional capacity and 

infrastructure 

Organisations that receive funding for institutional capacity and 

infrastructure  

D4: Research projects and advisory 

institutions 
Organisations that receive funding for research projects and 

D5: Unit costs -  Other training 

providers 
Average, Minimum, median and maximum unit costs 

Source: DNA Economics  
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List of TVET colleges 

No Name of TVET college Data quality 

1 COASTAL TVET COLLEGE Detailed breakdown 

2 Thekwini TVET College Detailed breakdown 

3 UMGUNGUNDLOVU TVET COLLEGE Detailed breakdown 

4 SEKHUKHUNE TVET COLLEGE Detailed breakdown 

5 Gert Sibande TVET College Detailed breakdown 

6 Central Johannesburg TVET High level summary 

7 Ekurhuleni West College Detailed breakdown 

8 False Bay College High level summary 

9 Flavius Mareka TVET College High level summary 

10 Godlfields TVET High level summary 

11 Harry Oppenheimer TVET college High level summary 

12 King Hintsa TVET College Detailed breakdown 

13 Nkangala TVET College Detailed breakdown 

14 Northern Cape Urban TVET College High level summary 

15 Port Elizabeth TVET college Poor 

16 South Cape College Detailed breakdown 

17 Taletso TVETC High level summary 

18 Tshwane North College TVET High level summary 

19 Tshwane South TVET College High level summary 

20 Vhembe College TVET Detailed breakdown 

21 Vuselela NSF TVETC High level summary 

22 West Coast College High level summary 

23 Letaba TVET College Detailed breakdown 

24 Mthashana TVET College Detailed breakdown 

25 Ikhwezi - Umgungundlovu TVET College Detailed breakdown 

26 Western Gauteng TVET College  Detailed breakdown 

27 South West Gauteng TVET College High level summary 

28 Northlink College Project  High level summary 

29 Orbit TVET College  Detailed breakdown 

30 Ehlanzeni TVET College Detailed breakdown 

31 Elangeni TVET College  Poor 

32 Maluti TVET College High level summary 

33 Sedibeng TVET College Poor 

34 Boland College Detailed breakdown 

35 Northern Cape Rural TVET College Detailed breakdown 

36 Lepelle Northern Water Discretionary Project Poor 

37 Mopani South East TVET College Detailed breakdown 

38 Capricorn TVET College Detailed breakdown 

40 Ikhala TVET College Poor 
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 List of ‘other providers’ 

Project Data quality assessment 

Department of Defence (DOD) High level summary 

Inkwanca Home Based Care Centre High level summary 

Better Best Skills Empowerment Services High level summary 

Mass Computer Training and Mukumba 
Associates High level summary 

Aubrey Nyiko Business Enterprises High level summary 

SADDT Detailed breakdown 

Izizwe Training Centre High level summary 

Department of Public Works  High level summary 

NRF High level summary 

NSFAS  High level summary 

Career Wise High level summary 

Sizimisele Setso JV High level summary 

SETA FP&M High level summary 

Merseta TLS (1-3) High level summary 

DTI Monyetla Work Readiness Programme High level summary 

AgriSETA High level summary 

Maredi Telecoms and Broadcasting (Pty) Ltd High level summary 

Epilepsy South Africa  High level summary 

NSA/ILO High level summary 

South African Maritime SaTVETy Association Detailed breakdown 

ORT SA Gauteng Detailed breakdown 

University of Venda Detailed breakdown 

ETDP SETA Detailed breakdown 

Interactive Tutor (Pty) Ltd Detailed breakdown 

LHR Solutions (Pty) Limited t/a Letsatsi Proposal 
for Developing Sustainable Co-Operative 
Enterprises Detailed breakdown 

LHR Solutions Letsatsi Developing Trainer 
Capacity for Co-Operative Development Detailed breakdown 

Merseta - Artisan Detailed breakdown 

Furniture World Private College Detailed breakdown 

Tembaletu Trust Detailed breakdown 

Chippa (SAPS Reservist) Detailed breakdown 

Jet Education Services (2) Detailed breakdown 

Free State Office of the Premier Project High level summary 

Mining Qualification Authority (MQA) High level summary 

Proserve SA Detailed breakdown 

MERSETA Artisan Detailed breakdown 

Services SETA High level summary 

Services SETA Scarce Skills Development for 
Artisan Trades High level summary 
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Chippa Investment Prasa Project Detailed breakdown 

Department of Correctional services  Detailed breakdown 

Africa Skills Village Detailed breakdown 

Project Literacy High level summary 

Phangami Technologies Detailed breakdown 

Thuthuka Education Uplifment Fund (SAICA) Detailed breakdown 

Ingwe TVET College  High level summary 

African Academy  High level summary 

AGRISETA Strategic Project High level summary 

FEDUSA Detailed breakdown 

SAICA - NS High level summary 

Services SETA Domestic Worker Development High level summary 

Motlhompegi Managemment Consultants High level summary 

Chippa Investment Holdings CC (PRASA):AIMSSEC High level summary 

Transnet Railing Engineering High level summary 

 Deloitte Ukhubhaba Consortium (Aviation - SP) Detailed breakdown 

Chippa Investment Holdings CC (SAPS) High level summary 

Chippa Investment Holdings CC (PRASA) High level summary 

 Kgabo Cars High level summary 

Nelson Mandela Children's Hospital Skills 
Development Project High level summary 

Emanzini Staffing - Vhembe Fresh Produce 
Secondary Cooperative LTD High level summary 

JET Education Services High level summary 

AGB Mathe Business Services High level summary 

Blyvooruitzicht Gold Mining Company Limited High level summary 

Caroline's Fashion Enterprise High level summary 

Emanyiseni Project (KZN) High level summary 

Canistraro Investments High level summary 

South African Wine Industry Trust (SAWIT) High level summary 

Workers College - Capacity Building for Trade 
Unions High level summary 

South African Youth Council  High level summary 

 Nkungumathe Rural Development and Capacity 
Building Project Detailed breakdown 

COSATU Detailed breakdown 

Department of Agriculture High level summary 

KMK Training - Limpopo/Mpumalanga Fruit and 
Vegetable Producers Training High level summary 

Women's National Coalition High level summary 
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APPENDIX 3: QUALIFICATIONS, ENTRY REQUIREMENTS AND 

DURATION 

Description  NATED   NCV  Learnership Apprenticeship 

Minimum 
requirements 

Grade 9 for N1 
admission 

Grade 9 and 
college 
requirements set 
per programme 

Grade 9 or 
college 
requirements set 
per programme 

Grade 12 with passes of 
50% or more in 
Mathematics and English, 
with Physical Science an 
advantage. 

  Grade 12 for N4 
admission 

    Entrance tests can be are 
applied 

Duration 1 Year for N1 – N3 
Engineering Studies 

3 Years (1 year per 
level) 

12-18 months 3-6 years depending on 
sector specialisation 

  1 Year for N4 – N6 
Engineering Studies 

      

  3 Years (18 months 
theoretical studies + 18 
months’ workplace 
application) for N4 – N6 
Business and Utility 
Studies 

      

Qualification N6 Diploma Full Certificates on 
NQF Level 2, 3 and 
4 

NQF registered 
qualification  

Registration with QCTO or 
occupational trade body 

    NC(V) Level 4 
Certificate is 
equivalent to 
National Senior 
Certificate (matric) 

    

Source: Source: TVET colleges (http://www.TVETcolleges.co.za/Site_Courses.aspx) 
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APPENDIX 3: BACKGROUND 

o Legislation 

The NSF is a creature of statute, which was established by the Skills Development Act (1998). The Act itself 

contains little guidance on the purpose and mandate of the NSF except to limit funding to: 

 Projects identified in the NSDS as national priorities (section 28(1) of the SDA); 

 Projects in support of the Skills Development Act (1998) as the Director-General (DG) determines 

(section 28(1) of the SDA); and 

 Any activity undertaken by the Minister to achieve a national standard of good practice in skills 

development (section 30B of the SDA). 

In line with S27 (2)(a) &(b) of the Act, the NSF is credited with 20 per cent of the skills development levies, 

interest and penalties collected in respect of every SETA as well as the skills development levies, interest, 

penalties collected by the Commission from employers that do not fall within the jurisdiction of a SETA. 

The Skills Development Levies Act (1999) [SDLA] was enacted soon after and specifies the collection and 

apportionment process for the skills development levy. The SDLA made the total amount of levies, interest, 

penalties collected by the South African Revenue Service, a direct charge against the National Revenue 

fund for the credit of the SETA and the National Skills Fund. Put differently, the SETAs and NSF were funded 

directly from the National Revenue Fund and not subject to the budget appropriation process. 

In general, direct charges against the revenue fund are designed to perform one of two functions. First, direct 

changes can be used finance a specific form of expenditure funded by a ring fenced form of taxation (e.g. 

the Skills Development Levy) or fiscal instrument (e.g. the Unemployment Insurance). Second, direct 

changes can be used bypass the appropriation process (e.g. in the case of the salary of the President or 

the Judiciary) when the separation of powers warrants it. While direct changes can be expeditious, 

experience with the SDL and UIF demonstrates that they can be subject to abuse if proper controls are not 

in place to monitor expenditure. The Minister of Higher Education and Training remarks in his briefing to 

Parliament in 2011 upon the transfer of the NSF from the Department of Labour (DOL) to the DHET that the 

“NSF was functioning like an ATM or a Father Christmas11”. This statement implies that at the time, the 

NSF’s systems and controls to manage expenditure were weak and grant allocations may have been overly 

generous.  

With almost little guidance in the legislation, much of the NSF’s mandate has been derived from policies, 

framework and strategies.  

o Policy and frameworks 

 Human Resource Development Strategy of SA (HRDSSA) 

The overarching framework for human resource development adopted by government is the Human 

Resource Development Strategy for South Africa (HRDSSA), which is led by the Deputy President and 

managed by the Department of Higher Education and Training (DHET) (Department of Higher Education 

and Training, 2011, p. 18).  

The Cabinet endorsed the first HRDSSA in 2001 to be led by both the Department of Education (DoE) and 

Department of Labour (DoL). The aim of the strategy was to provide South Africans with a solid educational 

                                                           
11 http://www.pmg.org.za/report/20110309-national-skills-fund-its-plans-address-unemployment-among-young-peopl  

http://www.pmg.org.za/report/20110309-national-skills-fund-its-plans-address-unemployment-among-young-peopl
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foundation and empower them with the relevant and marketable skills at further and higher educational 

levels. The HRDSSA envisages that employers will identify and contribute to the development of skills they 

require, whilst government will institute support policies which target employment growth in key industrial 

sectors.  (Republic of South Africa, 2000, p. 4). 

While the establishment of the NSF in 2000 preceded the HRDSSA, the NSF was to contribute to Strategic 

Objective 3 of the Strategy – that is - increasing employer participation in lifelong learning. Specifically, the 

NSF was to fund the Social Development Initiative espoused by the HRDSSA. These initiatives focused on 

training that would be useful in: 

 Securing basic services and infrastructure;  

 Implementing an integrated Rural Development Strategy and an Urban Renewal Strategy;  

 Promoting local economic development;  

 Improving spatial development initiatives;  

 Participating in community-based public works and youth community service; and 

 Encouraging the building of houses, upgrading of schools and roads (Republic of South Africa, 2000, 

p. 43).  

As its name suggests, the thrust of the Social Development Initiative was on building skills needed in the 

public sector or civil society. Little or no emphasis was placed on developing the employability of citizens.  

Further research revealed the shortcomings of the HRDSSA. A gap analysis commissioned by the 

government in 2005 showed that the lack of integration, coordination, planning, management and reporting, 

as well as ineffective and under-resourced institutional arrangements, the absence of a monitoring and 

evaluation strategy, and weak alignment with other national strategies had undermined the ability of the 

HRSDSSA to achieve its objectives  (Bartlett, 2011, p. 3).  

Based on these findings, the HRDSSA II was subsequently revised in 2010 and has been implemented 

from 01 April 2011. The NSF has aligned its strategic and operational plans with the commitments set out 

in the HRDSSA II  (Department of Higher Education and Training, 2011). 

 National Skills Development Strategy I (NSDS) 

First published in 2001, the National Skills Development Strategy (NSDS) was formulated to realise the 

mandate of the HRDSSA. The SDA ‘inextricably links’ the mandate and work of the NSF to the NSDS. The 

first NSDS was implemented between 2001-2005 mainly by the NSF and the SETAs. The NSDS attempted 

to rectify the structural deficiencies within the labour market by developing new skills, upgrading existing 

skills and reskilling labour to meet the demands of a growing economy. The NSDS had five main objectives 

and 12 indicators. The objectives were: 

 To develop a culture of high quality lifelong learning.  

 To foster skills development in the formal economy for productivity and employability.  

 To stimulate and support skills development in small businesses. 

 To promote skills development for employability and sustainable livelihoods through social development 

initiatives.  

 To assist new entrants into employment. 

The NSDS had equity objectives where the beneficiaries of the strategy should be 85 per cent Black, 54 per 

cent female and 4 per cent people with disabilities (Department of Labour, 2004, p. 5). The NSF projects 

covered the breadth of these objectives although it is difficult to assess where the funding focus lay during 

the implementation of the NSDS I.  



National Treasury 

Expenditure Performance Review: National Skills Fund 

56 

 NSDS II 

The mains objectives of the NSDS II were not dissimilar to those of these NSDS I. They were: 

 Prioritising and communicating critical skills for sustainable growth, development and equity 

 Promoting and accelerating quality training for all in the workplace 

 Promoting employability and sustainable livelihoods through skills development 

 Assisting designated groups, including new entrants to participate in accredited work, integrated 

learning and work-based programmes to acquire critical skills to enter the labour market and self-

employment 

 Improving the quality and relevance of provision (Department of Labour, 2005, p. 2) 

The NSF and the SETAs were the main implementing agents of the NSDS II, but were supported by other 

organisations linked to the Department of Labour. These were the Institute for the National Development of 

Learnerships, Employment Skills and Labour Assessment (INDLELA) the National Productivity Institute 

(NPI) and the Umsobomvu Youth Fund (UYF).    

In a similar manner to its predecessor, the NSDS II emphasised equity, quality training and skills 

development in the workplace. The strategy also acknowledged the need to aid designated and vulnerable 

groups to gain knowledge and experience in a workplace environment in order to acquire critical skills 

(Squire, 2011).  

In meeting the objectives of the NSDS II, the NSF’s funding was spread across seven funding windows 

(National Skills Fund, 2011): 

 Adult Basic Education and Training (ABET) funded training programmes aimed at improving adult 

literacy and numeracy. The NSF used a combination of public TVETs and private training providers to 

deliver this type of training.  

 Critical Skills Support Programmes financed learnerships, artisan training programmes and 

augment the bursary funding of the NRF, NSFAS and CareerWise. Much of the funding for learnerships 

and artisan training was directed towards TVET colleges.  

 Industry Support Programme funded work readiness programmes. These programmes were 

employer-led, government funded initiatives designed to address the skills gap by recruiting and training 

unemployed youth and placing in employment positions within the formal sector. 

 Informal Sector included a variety of training interventions designed to improve the sustainability of 

cooperatives and community based organisations.  

 Discretionary and Innovation directed funds towards research and institutional capacity building 

projects that supported skills development.  

 Strategic projects funded largely national and provincial government departments and agencies for 

sector specific training.  

 CCBA supported the development of institutional capacity in key advisory institutions, NGOs and civil 

society.  

 NSDS III 

The NSDS III is a stark departure from its predecessors in so far as it contains greater detail on the mandate 

and obligations of the NSF. In terms of the NSDS III, the NSF is a ‘catalytic’ fund – enabling the state to drive 

key skills strategies as well as to meet the training needs of the unemployed, non- levy paying cooperatives, 

NGOs and community structures and vulnerable groups. This Strategy calls for the NSF to both initiate as 

well as to target skills gaps and complement resource shortages for national priorities (Department of Higher 

Education and Training, 2011) 
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The NSDS III specifically identifies national priorities that will take precedence in the NSF. These are: 

 Priorities that advance the Human Resource Development Strategy  

 Priorities identified by the Minister after consultation with the National Skills Authority (NSA), and that 

support the NSA in its advisory work and in building the capacity of the social partners.   

 Projects are aligned with the National Skills Development Strategy and support the: 

o New Growth Path;  

o Industrial Policy Action Plan;  

o Rural development;  

o Green economy;  

o Education and health sector skills development; and  

o Capacity building and skills development for institutions dedicated to the fight against crime 

and corruption 

 White Paper on Post School Education and Training 

During the course of this EPR, the White Paper for Post-School Education and Training was released and 

weighs heavily on the future direction of the NSF. The White Paper provides the framework for development 

and funding of higher education and training. Consequently, the policy specifies the principles and priorities 

of the various role-players involved in post-school education. These not only include the colleges and 

universities, but also the SETAs, NSF, advisory regulatory and quality assurance bodies such as the South 

African Qualifications Authority (SAQA) and the Quality Councils (Department of Higher Education and 

Training, 2014, p. vii).  

Specifically, the NSF will be responsible for skills development aligned with the NSDS, including building 

linkages within the skills systems and providing funds for government strategies such as youth programmes, 

small businesses, cooperatives and rural development. The NSF will also fund research and innovation 

across sectors (Department of Higher Education and Training, 2014, p. 9).  
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APPENDIX 4: LOGICAL FRAMEWORK 
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Skills development interventions are 
designed to meet the needs of a 

growing and competitive economy

Evidence-based National Skills 
Development Strategy (NSDS)

Expert advice is provided in the 
development of the NSDS and its 

funding framework

Research and evidence to support the 
NSDS

Skills planning mechanisms are 
effective in matching demand and 

supply

NSF projects are informed by the skills 
planning mechanism

All South Africans, especially the youth 
and unemployed, have access to high 

quality post schooling skills 
development opportunities

Funds are available and allocated 
towards NSDS priorities

A NSF funding framework meets the 
goals of the NSDS

SDL is collected efficiently and remains 
within acceptable benchmarks

NSDS and DG's priority projects 
increase the capacity and improve the 

quality of post schooling education 
and training

An efficient and responsive grant 
mechanism funds NSDS interventions 

and DG's priorities

FETs and universities are able to 
deliver high quality skills development 

interventions for the youth and 
employed

Skills development interventions 
decrease unemployment and increase 

economic and business activity

Beneficiaries of skills development 
interventions find employment and/or 

establish sustainable business 
enterprises

NSF funded interventions improve the 
employability of beneficiaries and lead 
to the creation sustainable enterprises
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APPENDIX 5: LIST OF PROJECTS ABOVE R 5 MILLION 

Counterparty Contract Value 
Funding 
Window 
(Level 1) 

Funding 
Window (Level 

2)  

Funding Window 
(Level 3)  

HRDSA R 55 200 000,00 NSDS III HRDSA HRDSA 

          

NSA Prov Mobilisation and 
Consultation workshop 

R 5 400 000 NSDS III NSA Ministerial  
National-Public 

Dialogue & Advocacy 

          

Transnet Rail Engineering R 175 114 328 NSDS III 
Government 

Priorities 
New Growth path 

Thuthuka Tertiary 
Programme Education 

Upliftment Fund 
R 97 118 522 NSDS III 

Government 
Priorities 

New Growth path 

South African Maritime 
SaTVETy Authority 

(SAMSA) 
R 93 610 300 NSDS III 

Government 
Priorities 

New Growth path 

Deloitte Ukhubhaba 
Consortium (Aviation - SP) 

R 83 892 007 NSDS III 
Government 

Priorities 
New Growth path 

Vukani Aviation CC R 78 449 800 NSDS III 
Government 

Priorities 
New Growth path 

Mahube Training and 
Development 

R 74 734 000 NSDS III 
Government 

Priorities 
New Growth path 

SAICA municipalities R 72 000 000 NSDS III 
Government 

Priorities 
New Growth path 

Lepelle Northern Water  R 63 920 308 NSDS III 
Government 

Priorities 
New Growth path 

Cannistraro Investments R 62 964 138 NSDS III 
Government 

Priorities 
New Growth path 

Dept. of Public Works 
(DPWP Learnerships and 

Artisans) 
R 52 499 520 NSDS III 

Government 
Priorities 

New Growth path 

Africa Skills Village (Training 
and Management Services) 

Pty Ltd 
R 47 813 000 NSDS III 

Government 
Priorities 

New Growth path 

Office of the Premier KZN R 45 793 000 NSDS III 
Government 

Priorities 
New Growth path 

Agri Seta & Commissioner 
for Land Rights Restitution 

R 44 550 000 NSDS III 
Government 

Priorities 
New Growth path 

Dept of Agriculture R 44 369 875 NSDS III 
Government 

Priorities 
New Growth path 

Sizimisele Sesto JV R 42 803 255 NSDS III 
Government 

Priorities 
New Growth path 

South African Wine Industry 
Trust (SAWIT) 

R 36 635 775 NSDS III 
Government 

Priorities 
New Growth path 

PSETA R 29 884 333 NSDS III 
Government 

Priorities 
New Growth path 

Epilepsy South Africa - 
Western Cape 

R 23 000 000 NSDS III 
Government 

Priorities 
New Growth path 

Izizwe Training Centre t/a 
Simtech training and 

development 
R 19 928 400 NSDS III 

Government 
Priorities 

New Growth path 

Proserve South Africa  R 18 991 984 NSDS III 
Government 

Priorities 
New Growth path 

Gert Sibande TVET College R 18 056 500 NSDS III 
Government 

Priorities 
New Growth path 

False Bay TVET R 17 130 960 NSDS III 
Government 

Priorities 
New Growth path 

Eskilz Training Co-operative R 11 970 090 NSDS III 
Government 

Priorities 
New Growth path 

Umgungundlovu TVET 
(Ikhwezi Project) 

R 9 411 625 NSDS III 
Government 

Priorities 
New Growth path 
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Counterparty Contract Value 
Funding 
Window 
(Level 1) 

Funding 
Window (Level 

2)  

Funding Window 
(Level 3)  

Department of Public works 
(NC artisan development 

R 7 100 000 NSDS III 
Government 

Priorities 
New Growth path 

          

Department of Public Works 
(EPWP) 

R 200 000 000 NSDS III 
Government 

Priorities 
Rural development 

Department of Rural & Land 
Reform (NARYSEC) 

R 190 535 000 NSDS III 
Government 

Priorities 
Rural development 

MERSETA R 136 000 000 NSDS III 
Government 

Priorities 
Rural development 

Nsingweni Consulting CC / 
Nsingweni - Kalwayi  NGO 

R 84 931 088 NSDS III 
Government 

Priorities 
Rural development 

Sisonke Economic 
Development Agency 

R 78 861 112 NSDS III 
Government 

Priorities 
Rural development 

University of Venda R 26 679 400 NSDS III 
Government 

Priorities 
Rural development 

          

Chippa Investment Holdings R 86 922 000 NSDS III 
Government 

Priorities 
Justice and Crime 

Prevention 

Chippa Investment Holdings 
CC (PRASA) 

R 78 980 000 NSDS III 
Government 

Priorities 
Justice and Crime 

Prevention 

Department of Correctional 
Services (Offender Training) 

R 66 423 713 NSDS III 
Government 

Priorities 
Justice and Crime 

Prevention 

Chippa (SAPS) Project R 59 804 888 NSDS III 
Government 

Priorities 
Justice and Crime 

Prevention 

Department of Defence R 13 298 700 NSDS III 
Government 

Priorities 
Justice and Crime 

Prevention 

          

LHR Solutions - Letsatsi 2 R 163 508 565 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

SEDA - BESD - 
Programme 

R 84 000 000 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Furniture World Private 
College for Further 

Education & Training 
R 67 259 500 NSDS III 

Government 
Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Emanzini Staffing Solutions R 28 792 500 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Siphumelele Skills Solutions R 24 293 627 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Jet Education Services (Jet 
2) 

R 21 128 850 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

King Hintsa TVET College R 19 757 847 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Aubrey Nyiko Business 
Enterprise  

R 17 622 880 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

LHR Solutions (Letsatsi) R 16 026 876 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

KMK Training Service (Pty) 
Ltd 

R 15 445 000 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Passionate About People R 14 917 128 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 
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Counterparty Contract Value 
Funding 
Window 
(Level 1) 

Funding 
Window (Level 

2)  

Funding Window 
(Level 3)  

AGB Mathe Business 
Services 

R 12 015 850 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Phangami Technologies R 9 288 077 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Tembalethu Trust R 9 107 460 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Interactive Tutor t/a Media 
Works 

R 7 389 970 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Caroline Fashion Enterprise R 6 340 339 NSDS III 
Government 

Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

Mukumba & 
Associates/Mass Computer 

Training and Printers 
R 5 710 119 NSDS III 

Government 
Priorities 

Co-operatives, Small 
Enterprises, NGO's & 

Comm. Train. Initiatives 

          

Ditsela Danlep & Provincial 
Project 

R 18 669 156,64 NSDS III DG Priorities Worker Education 

          

Merseta TLS 001 R 23 614 971 NSDS III DG Priorities Training Lay-off 

Merseta TLS 002 R 11 857 860 NSDS III DG Priorities Training Lay-off 

Merseta TLS 003 R 10 917 309 NSDS III DG Priorities Training Lay-off 

          

National Student and 
Financial Aid Scheme 

(NSFAS) 
R 454 458 723 NSDS III DG Priorities Bursaries 

Careerwise R 201 651 323 NSDS III DG Priorities Bursaries 

National Research 
Foundation (NRF) 

R 138 935 580 NSDS III DG Priorities Bursaries 

          

University of Pretoria 
(MBChB programme) 

R 311 041 895 NSDS III 
Skills 

Infrastructure 
Public Delivery 
Infrastructure 

Cape Peninsula University 
of Technology Renewable 

Energy Infrastructure 
Project (CPUT) 

R 105 578 322 NSDS III 
Skills 

Infrastructure 
Public Delivery 
Infrastructure 

University of Pretoria 
(Veterinary project) 

R 92 494 198 NSDS III 
Skills 

Infrastructure 
Public Delivery 
Infrastructure 

          

Nat. Inst. of the Deaf (NID 
2) 

R 76 635 304 NSDS III 
Skills 

Infrastructure 
Community Education 

Centre 

          

CEPD: Research and 
Public Engagement - Post 

School Education & 
Training 

R 88 924 558 NSDS III DHET Projects DHET Projects 

South African Institute of 
Charted Accountants 

(SAICA) 
R 79 765 390 NSDS III DHET Projects DHET Projects 

HSRC R 74 500 000 NSDS III DHET Projects DHET Projects 

JET education services (Jet 
1) 

R 71 952 299 NSDS III DHET Projects DHET Projects 

Walter Sisulu Univ.: 
Infrastructure Development 

R 64 300 000 NSDS III DHET Projects DHET Projects 
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Counterparty Contract Value 
Funding 
Window 
(Level 1) 

Funding 
Window (Level 

2)  

Funding Window 
(Level 3)  

RPL for Artisans Project 
(Indlela) 

R 41 000 000 NSDS III DHET Projects DHET Projects 

University of KZN - CCRRI 
project 

R 35 475 623 NSDS III DHET Projects DHET Projects 

NAMB - NAD Support 
Centre (EEC) 

R 25 340 321 NSDS III DHET Projects DHET Projects 

CEPD - HSS Project R 18 719 800 NSDS III DHET Projects DHET Projects 

Multi-Media Communication 
Campaign 

R 18 705 388 NSDS III DHET Projects DHET Projects 

DHET Intervention at 
Universities - Good 

Governance & Admin 
R 16 734 541 NSDS III DHET Projects DHET Projects 

ADRS Wits EPU R 14 917 128 NSDS III DHET Projects DHET Projects 

Adult Education and 
Training Curriculum Dev 

R 11 772 716 NSDS III DHET Projects DHET Projects 

Centre for Education Policy 
Development (CEPD)  

R 6 963 750 NSDS III DHET Projects DHET Projects 

Post School Information 
Systems 

R 6 692 022 NSDS III DHET Projects DHET Projects 

Post School Infrastructure: 
Phase 1: Project Manager 

R 5 646 255 NSDS III DHET Projects DHET Projects 

          

PWC R 12 192 316 
Administrativ

e 
Commitment  

Administrative 
Commitment  

Administrative 
Commitment  

Source: DNA Economics based on the 2012/13 commitment schedule 
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APPENDIX 6: ENTRY REQUIREMENTS AND DURATION OF TRAINING PROGRAMMES 

  

Description  NATED   NCV  Learnership Apprenticeship 

Minimum 
requirements 

Grade 9 for N1 
admission 

Grade 9 and 
college 
requirements set 
per programme 

Grade 9 or 
college 
requirements set 
per programme 

Grade 12 with passes of 
50% or more in 
Mathematics and English, 
with Physical Science an 
advantage. 

  Grade 12 for N4 
admission 

    Entrance tests can be are 
applied 

Duration 1 Year for N1 – N3 
Engineering Studies 

3 Years (1 year per 
level) 

12-18 months 3-6 years depending on 
sector specialisation 

  1 Year for N4 – N6 
Engineering Studies 

      

  3 Years (18 months 
theoretical studies + 18 
months’ workplace 
application) for N4 – N6 
Business and Utility 
Studies 

      

Qualification N6 Diploma Full Certificates on 
NQF Level 2, 3 and 
4 

NQF registered 
qualification  

Registration with QCTO or 
occupational trade body 

    NC(V) Level 4 
Certificate is 
equivalent to 
National Senior 
Certificate (matric) 

    

Source: Source: TVET colleges (http://www.TVETcolleges.co.za/Site_Courses.aspx) 
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APPENDIX 7: COSTING MODEL 

 

Name of Attachment  Elements captured in the Attachment Tables 

A2: Unit costs and costing model Unit cost per TVET 

  Unit cost per training intervention 

 Scenario Planning 

  Calibration using learner numbers  

  NSF Costing Model 

  Revenue and expenditure forecasting scenarios 

Source: DNA Economics 
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APPENDIX 8:  CALIBRATION 1 - TOTAL COST OF TRAINING A TARGET NUMBER OF LEARNERS 

 

2014/15 2015/16 2016/17 2014/15 2015/16 2016/17 2014/15 2015/16 2016/17

NCV Business 26 744 970          -                     -                     48 967 513          -                     -                     68 287 235          -                     -                     

NCV Technical 37 417 270          -                     -                     62 886 200          -                     -                     73 934 700          -                     -                     

NATED (N1-N3) 114 342 160        -                     -                     198 360 000        -                     -                     216 377 700        -                     -                     

NATED (N4-N6) 209 765 700        -                     -                     341 620 000        -                     -                     372 676 366        -                     -                     

Learnerships 69 666 667          36 575 000          -                     199 817 221        104 904 041        -                     313 500 000        164 587 500        -                     

Internships -                     -                     -                     -                     -                     -                     -                     -                     -                     

Apprenticeships 60 187 704          63 197 090          -                     111 007 500        116 557 875        -                     199 337 816        209 304 707        -                     

Bridging course -                     -                     -                     -                     -                     -                     -                     -                     -                     

Skills Programmes 131 670 950        -                     -                     276 906 000        -                     -                     527 250 000        -                     -                     

Degree (Bursary funding) 1 094 400 000     1 149 120 000     1 264 032 000     1 596 000 000     1 675 800 000     1 843 380 000     2 097 600 000     2 202 480 000     2 422 728 000     

Sum Total 1 744 195 421     1 248 892 090     1 264 032 000     2 835 564 434     1 897 261 916     1 843 380 000     3 868 963 817     2 576 372 207     2 422 728 000     

2014/15 2015/16 2016/17 2014/15 2015/16 2016/17 2014/15 2015/16 2016/17

NCV Business 26 744 970          -                     -                     48 967 513          -                     -                     68 287 235          -                     -                     

NCV Technical 41 907 342          -                     -                     76 092 302          -                     -                     102 029 886        -                     -                     

NATED (N1-N3) 129 206 641        -                     -                     245 966 400        -                     -                     309 420 111        -                     -                     

NATED (N4-N6) 237 035 241        -                     -                     423 608 800        -                     -                     532 927 203        -                     -                     

Learnerships 77 330 000          40 598 250          -                     241 778 838        126 933 890        -                     416 955 000        218 901 375        -                     

Internships -                     -                     -                     -                     -                     -                     -                     -                     -                     

Apprenticeships 63 197 090          66 356 944          -                     123 218 325        129 379 241        -                     243 192 136        255 351 742        -                     

Bridging course -                     -                     -                     -                     -                     -                     -                     -                     -                     

Skills Programmes 134 304 369        -                     -                     293 520 360        -                     -                     579 975 000        -                     -                     

Degree (Bursary funding) 1 094 400 000     1 149 120 000     1 264 032 000     1 596 000 000     1 675 800 000     1 843 380 000     2 097 600 000     2 202 480 000     2 422 728 000     

Sum Total 1 804 125 653     1 256 075 194     1 264 032 000     3 049 152 537     1 932 113 131     1 843 380 000     4 350 386 570     2 676 733 117     2 422 728 000     

Minimum unit cost Median unit costs Maximum unit costs

NSF Costing Model

RESULTS

Minimum unit cost Median unit costs Maximum unit costs

Scenario 1: Tuition Fee Only

Optimisation approach (Rands)

Scenario 2: Tuition Fee and all Indirect Costs

Optimisation approach (Rands)
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APPENDIX 9:  CALIBRATION 2 – TOTAL COST OF DIFFERENT 
FUNDING MIXES 

Scenario 1: Even spread 

2014/15 2015/16 2016/17

Available budget (Total available for disbursement) R 3 121 237 350 R 3 433 361 085 R 3 776 697 194

Training programmes 90% 90% 90%

Institutional infrastructure and capacity building 5% 5% 5%

Research and advisory functions 5% 5% 5%

Select allocation for each programme

NCV Business 5%

NCV Technical 5%

NATED: N1-N3 10%

NATED: N4-N6 20%

Learnerships 10%

Internships 0%

Apprenticeships 10%

Bridging course 0%

Skills Programmes 0%

Degree 40%

Sum total 100%

Select for each programme

NCV Business Tuition Fee only

NCV Technical Tuition Fee and Indirect Costs

NATED: N1-N3 Tuition Fee and Indirect Costs

NATED: N4-N6 Tuition Fee and Indirect Costs

Learnerships Tuition Fee and Indirect Costs

Internships Tuition Fee only

Apprenticeships Tuition Fee and Indirect Costs

Bridging course Tuition Fee only

Skills Programmes Tuition Fee only

Degree Tuition Fee only

Select cost assumption for each programme

NCV Business Minimum

NCV Technical Median

NATED: N1-N3 Median

NATED: N4-N6 Median

Learnerships Minimum

Internships Median

Apprenticeships Median

Bridging course Median

Skills Programmes Minimum

Degree Median

Step 4: Decide on the cost parameters for the training

What assumptions should be used for the training costs?

What will the NSF pay for?

Step 3: Decide on apportionment of costs

How does the NSF want to spilt its funding?

What types of training interventions does the NSF want to fund?

NSF Costing Model

Calibration for NSF Purposes

Step 1: Decide on the allocation of funding towards different types of activities funded by the NSF

Step 2: Decide on the mix of training programmes



National Treasury 

Expenditure Performance Review: National Skills Fund 

67 

Scenario 2: Technical and vocational training emphasis 

2014/15 2015/16 2016/17

Available budget (Total available for disbursement) R 3 121 237 350 R 3 433 361 085 R 3 776 697 194

Training programmes 90% 90% 90%

Institutional infrastructure and capacity building 5% 5% 5%

Research and advisory functions 5% 5% 5%

Select allocation for each programme

NCV Business 5%

NCV Technical 5%

NATED: N1-N3 25%

NATED: N4-N6 25%

Learnerships 10%

Internships 0%

Apprenticeships 10%

Bridging course 10%

Skills Programmes 10%

Degree 0%

Sum total 100%

Select for each programme

NCV Business Tuition Fee only

NCV Technical Tuition Fee and Indirect Costs

NATED: N1-N3 Tuition Fee and Indirect Costs

NATED: N4-N6 Tuition Fee and Indirect Costs

Learnerships Tuition Fee and Indirect Costs

Internships Tuition Fee only

Apprenticeships Tuition Fee and Indirect Costs

Bridging course Tuition Fee only

Skills Programmes Tuition Fee only

Degree Tuition Fee only

Select cost assumption for each programme

NCV Business Minimum

NCV Technical Median

NATED: N1-N3 Median

NATED: N4-N6 Median

Learnerships Minimum

Internships Median

Apprenticeships Median

Bridging course Median

Skills Programmes Minimum

Degree Median

Step 4: Decide on the cost parameters for the training

What assumptions should be used for the training costs?

What will the NSF pay for?

Step 3: Decide on apportionment of costs

How does the NSF want to spilt its funding?

What types of training interventions does the NSF want to fund?

NSF Costing Model

Calibration for NSF Purposes

Step 1: Decide on the allocation of funding towards different types of activities funded by the NSF

Step 2: Decide on the mix of training programmes
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Scenario 3: University funding 

 

2014/15 2015/16 2016/17

Available budget (Total available for disbursement) R 3 121 237 350 R 3 433 361 085 R 3 776 697 194

Training programmes 90% 90% 90%

Institutional infrastructure and capacity building 5% 5% 5%

Research and advisory functions 5% 5% 5%

Select allocation for each programme

NCV Business 0%

NCV Technical 0%

NATED: N1-N3 10%

NATED: N4-N6 10%

Learnerships 10%

Internships 0%

Apprenticeships 0%

Bridging course 0%

Skills Programmes 10%

Degree 60%

Sum total 100%

Select for each programme

NCV Business Tuition Fee only

NCV Technical Tuition Fee and Indirect Costs

NATED: N1-N3 Tuition Fee and Indirect Costs

NATED: N4-N6 Tuition Fee and Indirect Costs

Learnerships Tuition Fee and Indirect Costs

Internships Tuition Fee only

Apprenticeships Tuition Fee and Indirect Costs

Bridging course Tuition Fee only

Skills Programmes Tuition Fee only

Degree Tuition Fee only

Select cost assumption for each programme

NCV Business Minimum

NCV Technical Median

NATED: N1-N3 Median

NATED: N4-N6 Median

Learnerships Minimum

Internships Median

Apprenticeships Median

Bridging course Median

Skills Programmes Minimum

Degree Median

Step 4: Decide on the cost parameters for the training

What assumptions should be used for the training costs?

What will the NSF pay for?

Step 3: Decide on apportionment of costs

How does the NSF want to spilt its funding?

What types of training interventions does the NSF want to fund?

NSF Costing Model

Calibration for NSF Purposes

Step 1: Decide on the allocation of funding towards different types of activities funded by the NSF

Step 2: Decide on the mix of training programmes
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